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THE NATIONAL TRANSPORTATION 
CONFERENCE 

By EICHAED WATERMAN, Executive Secretary 

The National Transportation Conference was called together in 
December, 1918, by the Chamber of Commerce of the United States, 
in accordance with the following resolution unanimously adopted 
at the sixth annual meeting of the Chamber : 

Eesolved, That the Board of Directors of the Chamber of 
Commerce of the United States be requested to call a 
conference which shall be truly representative of all the 
interests of the nation — financial, industrial, commercial, 
agricultural, civic and social — affected by transportation. 
* * * The purpose of this Conference shall be to 
consider the broad aspects of the transportation problem 
and the formulation of a basis for the control and opera- 
tion of the transportation facilities of the United States 
after the conclusion of the present government control. 

In calling this Conference the Chamber of Commerce recognized 
that every citizen throughout the nation is directly interested in 
securing good transportation and that each important interest 
affected by transportation should have a voice in determining what 
should be done with the railroads after the present emergency is 
passed. The Chamber, therefore, invited prominent men belonging 
to each important interest to attend the Conference and take part 
in its deliberations. 

All of the important plans for the solution of the railroad problem 
were presented to the Conference either in the form of printed 
documents or by speakers who addressed the meetings or took part 
in the discussions. 

The shippers' and manufacturers' point of view was presented by 
Walter S. Dickey, of the W. S. Dickey Clay Manufacturing Com- 
pany, of Kansas City; Edward J. Frost, Vice-President William 
Pilene's Sons Company, Boston; George A. Post, President Stand- 
ard Coupler Company, New York; Charles E. Lee, of Ford, Bacon 
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and Davis, Consulting Engineers, New York City ; W. W. Salmon, 
President of the General Eailway Signal Company; Charles S. 
Keene, Vies-President of the American Tobacco Company; and 
Frederick J. Koster, President of the San Francisco Chamber of 
Commerce. 

The measures in which farmers of the United States are inter- 
ested were outlined by H. C. Stuart, Chairman of the National 
Agricultural Advisory Committee; E. L. Munce, President of the 
Pennsylvania Good Eoads Association; and Eugene D. Funk, of 
Funk Brothers' Seed Company, Bloomington, 111. 

Important financial aspects of the railroad problem were dis- 
cussed by Paul M. Warburg, formerly Vice-Governor of the Fed- 
eral Eeserve Board ; Harry A. Wheeler, Vice-President Union Trust 
Company, Chicago ; Nathan L. Amster, President of the Investors' 
Protective Association of America; and Luther M. Walter, Gen- 
eral Counsel of the National Association of Owners of Eailroad 
Securities. 

The views of labor were presented by Prank Morrison, Secretary; 
Henry Sterling, Legislative Eepresentative, and Martin Eyan, 
of the Eailroad Employees' Department of the American Federa- 
tion of Labor; and those of the Eailroad Brotherhoods by A. B. 
Garretson, President of the Order of Eailroad Conductors; W. 6. 
Lee, President, and W. N. Doak, Vice-President, of the Brother- 
hood of Eailroad Trainmen; and S. E. Heberling, International 
President of the Switchmen's Union of North America. 

Director General Hines appeared before the Conference twice and 
explained the plans of the Eailroad Administration and his own 
personal views in regard to the desirable solution of the railroad 
problem. Commissioner Winthrop M. Daniels, of the Interstate 
Commerce Commission, and President Charles E. Elmquist, of the 
National Association of Eailroad and Utilities Commissioners, pre- 
sented their views and participated actively in the deliberations of 
the Conference. 

The plans proposed by the Eailway Executives' Association and 
by leading individuals among the executives were outlined by 
Daniel Willard, President of the Baltimore and Ohio Eailroad; 
S. T. Bledsoe, General Counsel of the Atchison, Topeka and Santa 
Fe Eailroad ; and E. G. Buckland, President of the New York, New 
Haven and Hartford Eailroad. The views of the electric railway 
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men by P. H. Gadsden, chairman of the Committee on National 
Eelations of the American Electric Eailway Association, and W. V. 
Hill, manager of the Washington office of the Association; and 
those of the advocates of highway transport development by John 
T. Stockton, President of the Joseph Stockton Transfer Company, 
Chicago. 

The economic aspects of the problem were discussed by E. E. A. 
Seligman, Professor of Economics, Columbia University; Emory 
E. Johnson, Professor of Transportation and Commerce, University 
of Pennsylvania; W. Z. Eipley, Professor of Transportation, Har- 
vard University; John E. Commons, Professor of Economics, Uni- 
versity of Wisconsin; Henry W. Parnam, Professor of Political 
Economy, Yale University, and Frederick A. Cleveland, formerly 
Chairman of President Taft's Commission on Efficiency and Econ- 
omy; and the civic and social aspects by E. G. Ehett, formerly Presi- 
dent of the Chamber of Commerce of the United States ; Alexander 
W. Smith, of Atlanta, Ga., formerly President of the Georgia Bar 
Association; Judge P. C. Dillard, of Sherman, Texas; and Charles 
P. Neill, Chairman of Board of Adjustment No. 1, United States 
Eailroad Administration, and formerly Commissioner of Labor 
imder the Eoosevelt administration. 

The Conference gave careful consideration to the various plans 
presented with a view to developing a program of remedial railroad 
legislation that would include the most desirable features of each 
plan combining them with new features proposed by the Conference 
itself into a consistent harmonious whole. Some of the representa- 
tives of the railroad brotherhoods and a few of the other participants 
listed above attended only one or two meetings of the Conference 
for the purpose of presenting their views, and did not take part in 
the resulting action. Others attended all of the sessions and voted 
on all questions brought before the Conference, occasionally reserv- 
ing the right to dissent from some particular decision with which 
they could not agree. The majority of the members, however, at- 
tended practically all of the twenty-two sessions held and voted in 
favor of the program finally adopted. 

Briefly stated, the program adopted provides for : — 

Eetum of the railroads to private ownership and operation 
as soon as the necessary remedial legislation can be enacted. 

Consolidation of existing railroads into strong competitive 
systems. 



Kequirement that all carriers engaged in interstate commerce 
subject themselves as corporations to Federal jurisdiction. 

Exclusive Federal regulation of the capital expenditures and 
the security issues of all carriers engaged in interstate commerce. 

Interstate Commerce Commission to retain its present powers 
and to be given additional powers over rates. 

Creation of a Federal Transportation Board, to promote the 
development of a national system of rail, water and highway 
transportation; to pass upon the public necessity for capital ex- 
penditures ; to regulate security issues ; to administer and enforce 
the measures that may be adopted for strengthening and stabil- 
izing railroad credit; to determine the grouping or consolidation 
of railroads deemed to be in the public interest ; and to carry out 
plans authorized by Congress for merging all railroads engaged 
in interstate commerce into strong competing systems. 

Adjustment of the wages and working conditions of railroad 
employees by boards consisting of equal numbers of representa- 
tives of railroad employees and railroad officers, with the Federal 
Transportation Board as referee. 

Adoption by Congress of a plan for the stabilization of railroad 
revenues and credit by means of 

(a) Enactment of a statutory rule providing that the rate 
structure established by public authority shall be designed 
to yield a net return of six (6) per cent, per annum upon 
the aggregate fair value of the property of the roads in 
each traffic section of the country, such fair value to be 
determined after due consideration of both physical value 
and earning power. 

(b) Use of the aggregate property investment accounts of the 
railroads as the fair value of the property for rate-making 
purposes pending the completion of the valuation now 
being made by the Interstate Commerce Commission. 

(c) Creation of two kinds of contingent funds — an individual 
railroad contingent fund established by each road to sup- 
port its own credit and a general railroad contingent fimd 
maintained by contributions from all prosperous roads, 
managed by trustees appointed by the Federal Transporta- 
tion Board and used to support the credit of all of the 
railroads of the country. Any excess in the general rail- 
road contingent fund above $750,000,000 is to be used for 
the general development of the transportation system of the 
country. 

Creation of a railroad reserve fund administered by the Fed- 
eral Transportation Board to facilitate the prompt stabili- 
zation of railroad credit; and loan of $500,000,000 to this 
fund by Congress as soon as the railroads are returned to 
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their owners; the loan to be used, if necessary, in making 
advances to the general railroad contingent fund, and to 
be repaid with interest from moneys contributed by the 
railroads to the general railroad contingent fund. 

Determination and announcement by the Federal Transporta- 
tion Board of the grouping or consolidation of railroads 
deemed to be in the public interest; and authorization for 
the Board to require such consolidations if they shall not 
have been effected or well advanced within a period of five 
years after the Board has declared them to be desirable. 

Organization of the Board of Directors of each consolidated 
railroad system with twelve members of the Board — one to 
be a representative of the employees of the system nomi- 
nated for such position by the employees, and three to be 
selected by the Federal Transportation Board to represent 
the priucipal interests involved in the territory served. 

The Railroad Committee of the Chamber of Commerce attended 
every meetiug of the Transportation Conference and took part in 
all of its deliberations. The members of the Committee thus had 
an opportunity to hear each of the proposed plans for railroad 
legislation presented by men who believed in the plan, understood 
its provisions, and wished to see it adopted by the Conference and 
by Congress. After careful consideration of these plans, the Eail- 
road Committee prepared (in April, 1919) a report stating the 
principles which should, in its opinion, be embodied in the legisla- 
tion that must be passed by Congress before the roads can safely 
be returned to their owners. This report was submitted to the 
members of the Chamber of Commerce in Eeferendum 28. 

Two months later (in June, 1919), the Transportation Con- 
ference adopted a program of railroad legislation embodying all 
of the principles stated in Referendum 38, and in addition certain 
definite applications of those principles. Up to a certain point, 
therefore, the program of the Chamber and the program of the 
Transportation Conference are identical. They both recommend: 

(1) Corporate ownership and operation of railroads. 

(2) Return of the roads to their owners as soon as the neces- 
sary legislation can be enacted. 

(3) Consolidation of existing roads in strong, competing 
systems. 

(4) Compulsory federal incorporation. 

(5) Federal regulation of capital expenditures and security 
issues. 
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(6) Federal regulation of intrastate rates affecting interstate 
commerce. 

(7) Adoption of a statutory rule of rate-making that will 
assure to the railroads revenue sufficient to enable them 
to furnish the public with adequate facilities and efficient 
and economical service. 

(8) Creation of a Federal Transportation Board to promote 
the development of a national system of rail, water and 
highway transportation. 

The further recommendations embodied in the Conference 
program are in harmony with the principles of the Chamber's 
plan; but as yet they have not been submitted to the members 
of the Chamber for approval by referendum vote. They are as 
follows : 

(1) Creation of a company contingent fund for each railroad 
and a general contingent fund for all railroads, to be 
used in strengthening and stabilizing railroad credit. 

(Note. — The plan for these two funds proposed by the 
Transportation Conference differs materially in principle 
and in application from the plan for a single fund rec- 
ommended in Eeferendum 28.) 

(2) Creation of a railroad reserve fund for use during the 
period of transition from government to corporate man- 
agement. 

(3) Creation of boards consisting of equal numbers of repre- 
sentatives of employes and officers of the railroads for the 
adjustment of wages, hours of labor and other conditions 
of service of railroad employes. 

(4) Organization of the board of directors of each consolidated 
railroad company with twelve members, of whom one shall 
be a representative of the employes of the system and 
three shall be selected by the Federal Transportation 
Board to represent the principal interests involved in the 
territory served by the system. 

[Subsequently, in preparing a bill embodying in legislative 
form the Conference program of legislation, it was decided to 
recommend two representatives of the employes and two (instead 
of three) representatives of the public interests.] 



II 



THE CONFERENCE PLAN FOR 
RAILROAD LEGISLATION 

By HARRY A. WHEELER, Chairman 

Return of the Railroads to Corporate Operation 

The first subject that came before the National Transportation 
Conference at the time of its opening in December was the question 
of government ownership versus private ownership of the railroads 
of the country. After full consideration of this subject the Con- 
ference, with but few dissenting votes, decided in favor of corporate 
ownership and operation of the railroads in the United States, 
and the return of the roads to their owners as soon as possible 
after the enactment by Congress of appropriate remedial legislation. 
The Conference was in favor of the continuation of government 
operation of the roads until such legislation had been enacted and 
made effective, but felt that this legislation should, if possible, be 
enacted within the present calendar year. 

A Statutory Rule of Rate-Making, Without Government 

Guarantee of Minimum Return to Individual 

Railroad Companies 

A description of the program of railroad legislation favored by 
the National Transportation Conference may well begin with a 
statement of its proposals regarding railroad revenue and credit. 
The most fundamental problem to be solved by the legislation that 
must precede the return of the railroads to their owners is the 
adoption of measures that will give the carriers reasonable assurance 
of revenues su£Bcient to enable them adequately to perform the 
services required by the public. In the interest of the carriers and 
the public the authority which determines rates must adopt mea- 
sures that will afford the carriers reasonably adequate revenues. 

One method of assuring to railroad companies adequate revenues 
is to provide a definite government guarantee of a fixed minimum 
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net return. A government guarantee is not favored by the Con- 
ference. It believes that it will be possible for Congress to adopt 
a policy of rate-making and control that will give the carriers rea- 
sonable assurance of adequate revenues without involving the gov- 
ernment in the obligation of guaranteeing the net return of private 
corporations and without imposing upon the public the burden of 
unreasonable transportation rates. 

Briefly stated, it is recommended that Congress adopt a statutory 
rule of rate-making requiring the Interstate Commerce Commission 
to be responsible for railroad rates and fares designed to yield the 
carriers in each designated traffic section not less than six (6) per 
cent, net upon the aggregate fair value of the property of the rail- 
roads. The statutory rule recommended by the Conference pro- 
vides that it shall be the duty of the Interstate Commerce Com- 
mission to authorize or establish rates and fares that will produce, 
not for each railroad company, but for the railroads in the 
aggregate in each natural traffic section of the country, aggregate 
revenue sufficient to yield, after provision has been made for 
renewals, depreciation and unproductive improvements not prop- 
erly chargeable to investment account, a net return (which shall 
be available for interest and dividends) of not less than six (6) 
per cent, per annum upon the aggregate fair value of the property 
of the railroads devoted to the public service in each of the several 
traffic sections. It is recommended that "fair value" shall be ascer- 
tained by the Interstate Commerce Commission by giving considera- 
tion not only to physical property, but also to earning power and 
such elements as may properly receive attention. 

The determination of the fair value of the railroads, whether for 
rate-making or for other purposes, has unavoidable difficulties. 
When the Interstate Commerce Commission completes the valua- 
tion it is making that will, of course, be adopted; but during the 
next three to five years some temporary method of determining 
"fair value" must be followed. The recommendation of the Trans- 
portation Conference, stated in abbreviated form, is that, pending 
the completion of the valuation now being made by the Interstate 
Commerce Commission, the fair value, for rate-making purposes, 
of the railroads as a whole and by traffic sections, shall be their 
aggregate property investment accounts; while the fair value of the 
property of an individual railroad shall temporarily be taken 
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to be that share of the aggregate property investment accounts of 
all the railroads in the traffic section in which the road is situated 
which the particular road's annual railway operating income bears 
to the aggregate railway operating income of the railroads in its 
traffic section — public authority having power to make equitable 
adjustments in special cases. 

Plan foe Strengthening and Stabilizing Eaileoad Credit 

From the rates made in carrying out the foregoing statutory 
rule, the best situated, or most ably managed, railroads will receive 
more than six (6) per cent, net, while the less favorably located 
or less efficiently managed roads will obtain less than six (6) per 
cent, net per annum. By the plan adopted by the Conference, each 
of the railroad companies that receive a net return of more than 
six (6) per cent, per annum upon the fair value of their property 
are to be required to put half of the excess into a company contin- 
gent fund imtil that fund shall amount to six (6) per cent, of 
the fair value of the company's property, while the other half of the 
excess is to be turned over to a general railroad contingent fund 
administered by trustees appointed by government authority and 
maintained and used for the benefit of all the railroads of the 
country. 

When any railroad company has brought its own contingent 
fund up to six (6) per cent, of the fair value of its property, the 
company shall increase its annual contribution to the general rail- 
road contingent fund to two-thirds of its net income in excess of six 
(6) per cent., the other third of the excess being retained by the 
company for distribution among the stockholders or for other law- 
ful purposes. This plan would keep the profits of individual rail- 
road companies within reasonable limits without taking away from 
the management of the companies the incentive to effort and 
efficiency. 

The purpose of the general railroad contingent fund is to assure 
to the railroads ia the aggregate, by traffic sections, a return of six 
(6) per cent, per annum upon the fair value of their property. 
The fund is to be the means of strengthening and stabilizing rail- 
road credit, and to do this (a) without making the government 
responsible for a fixed return to individual railroad companies, (b) 
without imposing unreasonable rates upon the public, and (c) with- 
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out permitting the railroads that have been unfortunately located 
or have been over-capitalized or otherwise mismanaged to shift 
their burdens from their own shoulders onto the government or the 
public or the other railroads. The general railroad contingent fund, 
accumulated in the manner indicated, is to be drawn upon by all 
railroads of a designated traffic section when in any year the net 
return upon the aggregate fair value of the property of all the 
railroads ia that section falls below six (6) per cent., due to the 
fact that the rates authorized or established by the Interstate Com- 
merce Commission, in consequence of fluctuations in volume of busi- 
ness or of an unexpected increase ia expenses, have not yielded the 
carriers the minimum net return of six (6) per cent, provided by 
the statutory rule of rate making. 

As has been explained, the proposed general railroad contingent 
fund is to be created and maintained by contributions required from 
such companies as have net returns (after they have provided for 
renewals, depreciation and unproductive improvements and are 
keeping up their several individual contingent funds) in excess of 
six (6) per cent, per annum upon the fair value of their property 
devoted to the public service — two-thirds of the excess being con- 
tributed. The fund is to be drawn upon only when, and to the 
extent that, the rates and fares, which are controlled by the Inter- 
state Commerce Commission, do not yield the railroads the con- 
templated annual net return of six (6) per cent, upon the aggregate 
fair value of their property — ^the carriers being grouped into such 
natural traffic sections as may be designated by the Commission. 

When the general railroad contiagent fund is drawn upon for 
the purpose of bringing the aggregate net revenues of the railroads 
in any traffic section up to six (6) per cent, upon the fair value 
of their property, all of the railroads in the traffic section shall share 
in the distribution pro rata to their gross earniags. By this plan 
the weak roads, that will presumably have contributed nothing to 
the general fund, will receive their share ; but they will not be the 
sole beneficiaries of the distribution. It is not the purpose of the 
general contingent fund to give to the properties of the weak roads 
values which they do not possess ; its purpose is to assure to the rail- 
roads as a whole, year by year, a net return of not less than six 
(6) per cent, upon a fair value of their property; and thus to 
establish the first condition precedent to stabilizing railroad credit 
as a whole, and to securing for the public adequate railroad trans- 
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portation at reasonable capital cost. It is not proposed to provide 
the weak roads with a net return upon an amount in excess of a 
fair value of their property. 

It is proposed that the general railroad contingent fund, by means 
of which railroad credit as a whole is to be strengthened and 
stabilized, shall be built up gradually during a period of years 
until the fund amounts to $750,000,000, and that it shall be main- 
tained at that figure. If the fund should eventually amount to 
more than $750,000,000, the surplus may be covered into the 
Treasury of the United States, or be used to provide the public 
with additional transportation facilities, or be employed to lessen 
the cost to the public of transportation by reducing the capital and 
investment accounts of the railroads. 

Consolidation of Eailroads Into Strong Competing Systems 

The grouping or consolidation of the railroads in the United 
States, within a reasonable time, into a limited number, possibly 
twenty to thirty, strong competing systems, is essential; because 
railroad rates must be the same for similar services, whether per- 
formed by the weak, necessitous railroad, or by the strong and 
prosperous one. It is in the interest of the public that railroad 
charges shall be neither so high as to cause the strong roads to profit 
unduly, nor so low as to force the weak lines, upon which large sec- 
tions of the country may be vitally dependent, into bankruptcy or 
into such a permanently enfeebled condition as to prevent them 
from serving the public adequately and efficiently. All sections of 
the country ought in the future to be served by railroad systems 
managed by companies strong enough to serve the public with pro- 
gressive efficiency and economy. 

It will be necessary for the government to return the railroads to 
the companies from which they were taken, but the obstacles to the 
grouping or consolidation of railroads, under conditions approved 
by the government, should be removed, and provision should be 
made for bringing aU of the railroads in the country within a rea- 
sonable time into such a number of strong competing systems as it 
may be found desirable or necessary to perpetuate in order to secure 
for each principal district of the country the service of more than 
one system. The grouping or consolidation should be about the 
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present strong systems, that is along commercial lines, and not by 
arbitrary territorial sub-divisions of the country. 

While presumably it will not be practicable for the government 
to require the immediate grouping or consolidation of the railroads 
into a limited number of strong competing systems, voluntary con- 
solidations should be permitted and facilitated. The railroad com- 
panies should be called upon to submit, for approval of the gov- 
ernment, plans for the grouping or consolidation of the roads, and 
if the companies do not submit such plans within a reasonable time 
the government, acting through the appropriate authority, should 
determine and announce what permanent groupings or consolida- 
tions are deemed to be in the public interest. Should the consolida- 
tions thus declared to be in the public interest not have been effected, 
or should they not be well advanced, at the end of a reasonable 
period, say five years, power should be given the appropriate public 
authority to carry through the desirable mergers by compulsory 
proceedings, if in the judgment of Congress such power can be 
granted, and the public interests will be thereby advanced. 

Fbdehalizinq Eaileoad Coepokations 

As the proposed strong competing railroad systems come into 
existence by consolidations, approved or required by the government, 
they should be owned and operated by companies subject as corpora- 
tions to the jurisdiction of the United States. Congress will pre- 
sumably provide for permissive Federal incorporation of railroads, 
but it should not stop there. Some effective plan should be devised 
for changing the allegiance of the railroad corporations from the 
States to the Federal government. 

It is argued by some lawyers that the TJnited States cannot com- 
pel an existing railroad company to surrender its State charter, 
take out a Federal charter, and transfer its property to the new 
corporation; but it is also pointed out by others that it is not neces- 
sary to adopt this method of converting existing railroad companies 
from State to Federal corporations. It is said to be within the 
power of Congress to pass an act similar in principle to the National 
Bank Act, by which railroad companies may readily transfer their 
allegiance from the States to the United States. 

Either by compulsory Federal incorporation, or, if that should 
not be feasible, in such other manner as Congress may determine, all 
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railroads engaging in interstate commerce should be brought as 
corporations imder the jurisdiction of the United States ; but in so 
doing their powers of local taxation and police regulation should be 
reserved by the States. By reserving those powers the States will 
retain the relation to interstate carriers by rail which they should 
logically possess. 

Labor Eepresentativds and Goyernment Directors on 
Eaileoad Boards 

It is recognized by everybody that the railroad business is of a 
public nature. Eailroad corporations differ from those having to 
do with the management of private enterprises. The public is en- 
titled to information regarding the corporate activities of railroad 
companies, and provision may properly be made for participation by 
representatives of the government in the deliberations and actions 
of the directors of railroad companies. Although it may not have 
been necessary in the past that the public, through the government 
should be represented upon the directorates of the multitude of 
railroad corporations, it seems clearly in the public interest that 
the public shall have a voice in the management of the large and 
powerful railroad corporations that may be allowed to own and 
operate the limited number of consolidated systems which it is 
proposed shall be perpetuated. It is recommended that Congress 
require these large corporations of the future to organize with a 
board of twelve directors, three of whom [later two instead of three 
were recommended] shall be selected by appropriate authority of 
the Federal Government to represent the principal interests in the 
several territories served by the different systems. 

The public has an especial interest in the maintenance of har- 
monious relations between the railroads and their employees. 
There should be mutual understanding and confidence on the part 
of the employer and the employed. It is believed that this relation- 
ship will be greatly promoted by requiriag each of the railroad cor- 
porations that are to own and operate the large systems contem- 
plated in this plan to include in its directorate one member who 
shall be a representative of the employees of the system managed 
by the board and shall be nomiaated for that position by the em- 
ployes. [It was later decided to recommend two representatives 
of employes.] 



14 

BoAEDs OF Adjustment of Wages and Hours op Seevice 

The Conference favors the adjustment of wages, hours of labor 
and other conditions of service of railroad employees by boards con- 
sisting of equal numbers of representatives of employees and officers 
of the railroads, with appeal, in case of the disagreement (deadlock) 
of an adjustment board to the Federal transportation board as 
referee. 

Fedeeal Eegulation of Capital Expendituees and Secueity 
Issues of Eaileoad Companies 

Upon one subject that must be included in remedial railroad leg- 
islation there is apparently little or no difference of opinion. Every- 
body seems to have reached the conclusion that in the future the 
capital expenditures and the security issues of railroad companies 
should be regulated by Federal authority. The States should be, 
and apparently are, quite willing to retire from this field of regula- 
tion, provided the regulating authorities of the State are officially 
notified of proposed security issues and afforded an opportunity to 
be heard thereon. 

It is recommended by the Transportation Conference that in 
providing for exclusive regulation by the Federal government of 
the capital expenditures and the security issues of railroads Con- 
gress adopt the following method: Such Federal agency as Con- 
gress may designate shall be authorized to pass upon the public 
necessity for expenditures of capital (in excess of a stipulated 
amount) by carriers engaged in interstate commerce and to deter- 
mine the amount and to regulate the conditions of the issuance of 
securities to obtain the funds required to cover authorized capital 
expenditures; a railroad company applying to the Federal agency 
for authority to make capital expenditures, or to issue securities, 
shall be required to file with. the proper authorities of the States in 
which the railroad is located copies of the original petition; and 
the Federal agency shall be required to notify said State authorities 
of the hearings upon the petition. The agency recommended by 
the Conference is the Federal transportation board. 

Eegulation of Bates by the Interstate Commerce 
Commission 

The Interstate Commerce Commission has performed a task of 
great magnitude. Its work of regulating rates and of developing 
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and supervising the bureaus connected with rate regulation and rail- 
road valuation has increased steadily until the Commission has 
come to carry a heavy load. It would be unwise to add unneces- 
sarily to its present duties, especially in view of the fact that its 
responsibilities must unavoidably be increased, should Congress by 
legislative enactment confer upon the Commission such power over 
intrastate rates, rules and regulations affecting interstate com- 
merce as may constitutionally be granted. It will doubtless be pos- 
sible, and probably in the public interest, for the Interstate Com- 
merce Commission to enlist the cooperation of existing State com- 
missions in the regulation of intrastate rates affecting interstate 
commerce. The Conference recommends that the Commission be 
given power to organize in the manner that it may deem best and 
be given authority to fimction through such local ofScials or agencies 
(including State commissions) as it may deem necessary to create 
or designate. 



A PeDEKAL TUiNSPOETATION BOAED ItS PoWEBS 

To carry out the plan of legislation recommended by the Trans- 
portation Conference extensive administrative powers must be 
vested in some Federal agency. It is believed that the Interstate 
Commerce Commission ought not to be burdened by the addition to 
the tasks it now performs of a large number of administrative 
duties. Should the Commission, as is contemplated, become the 
authority for the sole regulation of all railroad rates, rules and 
regulations affecting interstate commerce, its duties will necessarily 
be enlarged. To require the Commission to exerdse the administra- 
tive functions contemplated ia the proposed plan of remedial rail- 
road legislation would be to the detriment of the public interest 
because it would seriously interfere with the prompt action of the 
Commission as a body for the regulation of rates, the task for 
which it was especially created and for the performance of which it 
is peculiarly adapted. 

It is recommended that a Federal Transportation Board of five 
members be established to exercise the administrative functions re- 
quired for the enforcement of the proposed remedial railroad legis- 
lation. The following specific duties should be entrusted to this 
Board : 
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(a) To pass upon the public necessity for capital expenditures 
and to regulate the security issues of railroads. 

(b) To act as the referee in cases of disagreement (deadlock) 
of a board entrusted with the adjustment of wages, hours of em- 
ployment and other conditions of the service of railroad employees. 

(e) To administer the general railroad contingent fund and to 
enforce the means and measures that may be provided for strength- 
ening and stabilizing railroad credit. 

(d) To determine and announce the grouping or consolidation 
of railroads deemed to be in the public interest, and to carry out 
plans authorized by Congress for merging all railroads engaged in 
interstate commerce into strong, competing systems severally 
owned and operated by companies subject as corporations to the 
jurisdiction of the United States. 

(e) To promote the development of a national system of rail, 
water and highway transportation, by providing for the articulation 
of the railroads with the waterways in a traflBc sense, by bringing 
about the common use and construction of terminal and transfer 
facilities at the larger centers of traffic, and by such other means as 
may be found to be practicable and in the public interest. 

(f) To inquire into the practices of railroad management and 
to propose measures for preventing abuses therein. 

(g) To appoint the directors that shall represent the government 
upon the directorates of the proposed consolidated railroad com- 
panies. 

The board which performs the duties enumerated in the foregoing 
list will be entrusted with an executive task of the first magnitude. 
It should be a board composed of men of the highest character and 
attainments. It will equal, if not exceed, in importance, the Fed- 
eral Eeserve Board, whose creation was most fortunate and whose 
services have been of great value to the public. The Federal Trans- 
portation Board should be primarily administrative in purpose and 
organization. It wUl have the large and exacting task of guiding 
and facilitating the development of an adequate and efficient 
national system of transportation. 
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A Eaiijioad Reskeve Fund foe Use During the Period oe Tban- 

siTiON PROM Government to Corporate Management 

A severe strain will be placed upon railroad credit and upon the 
financial stability of the railroads during the period of transition 
of the railroads from government to corporate operation unless 
special precautionary measures are adopted. At the present time 
the railroads are being operated with a large and increasing deficit 
and it is doubtful whether the deficit can be overcome during the 
remainder of this calendar year. In all probability many of the 
railroads now being operated by the government will be showing a 
deficit at the time they are returned to their owners. 

The several railroad companies will resume the operation of their 
properties under abnormal conditions. Most rolling stock is being 
used by the railroads as a whole without much regard to individual 
ownership; to some extent terminals are being jointly occupied and 
used; trafiic has been largely rerouted and the traffic organizations 
of the carriers have been to a considerable extent disintegrated. It 
will take the corporations some little time to readjust themselves 
to the new conditions and it is evident that the government will 
need to assist the carriers financially until they can get going. 

It has been suggested by the Hon. Charles A. Prouty, Director 
of Accounting in the United States Eailroad Administration, and 
formerly for many years a member of the Interstate Commerce 
Commission, that "the government should guarantee for one year 
(after turning the railroads over to their owners) a return equal to 
75 per cent, of the contract compensation in all cases where con- 
tracts have been executed. And the carrier should be required 
to pay over to the government in all such cases 75 per cent, of any 
excess which it may make over and above the contract compensa- 
tion." If this suggestion were adopted the United States Govern- 
ment would guarantee to pay the railroad companies during the first 
year of private operation 75 per cent, of over $900,000,000, iand 
would have little assurance that the sums which might be advanced 
would ever be returned to the government. 

Eecognizing that it will probably be necessary for the govern- 
ment to assist the carriers temporarily during the first few years of 
corporate operation while the railroad companies are building up 
their individual contingent funds and while a start is being made 
in establishing the general railroad contingent fund, the Transpor- 
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tation Conference recommends that Congress make an appropriation 
loaning $500,000,000 for the creation of a railroad reserve fund to 
be administered by the Federal Transportation Board. It is recom- 
mended that the board be required to invest the sum thus loaned in 
United States bonds or notes, the interest on the securities to be 
paid annually into the United States Treasury. The fund which is 
to be established for the purpose of bringing about the prompt 
stabilization of railroad credit and of facilitating such consoli- 
dation of railroads as the Board shall decide to be in the public 
interest, may be used as follows : 

The reserve fund created by Congressional loan may at any time 
during the first ten years after the enactment of the proposed legisla- 
tion, be drawn upon to whatever extent may be necessary to enable 
the trustees of the general railroad contingent fund to pay over to 
railroads the sums which they may be entitled to draw in accordance 
with the provisions controlling the distribution of money from the 
general contingent fund. The plan recommended by the Trans- 
portation Conference provides, however, that any sum advanced by 
the Federal Transportation Board to the trustees of the general 
railroad contingent fund shall be repaid to the board with interest 
as soon as the general railroad contingent fund shall reach, and be 
maintained at, the amount of $500,000,000. In other words, after 
the general railroad contingent fund shall, from the contributions 
received from the railroads, have reached $500,000,000 the first 
claim upon the fund will be the repayment to the government of the 
amount loaned at the time of the transition of the roads from gov- 
ernment to corporate operation. 

Finally it is recommended by the Transportation Conference that 
the Federal Transportation Board or the War Finance Corporation 
(the Act creating that corporation having been appropriately 
amended) be authorized to advance public funds (under terms that 
will ensure the government against loss) to certain individual roads 
whose credit and financial operations it may be necessary, in the 
public interest, temporarily to protect during the transition to nor- 
mal stable conditions. 
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PROGRAM OF RAILROAD 
LEGISLATION 

ADOPTED BY 

THE NATIONAL TRANSPORTATION 

CONFERENCE 

COMPOSED OF MEN FROM 

Finance, Commerce, Industry, Agriculture, Labor and 
Transportation; Economists; State and Federal 
Railroad Commissions; and the Railroad 
Committee of the Chamber of Com- 
merce of the United States 

CoEPORATE Ownership and Operation of Railroads 

Section 1. The Transportation Conference favors corporate 
ownership of the railroads in the United States; and is therefore 
opposed to government ovmership of the roads and to their opera- 
tion either by the government itself or, under lease from the gov- 
ernment, by corporations whether organized as regional monopolies 
or as large competing systems. 

Prompt Enactment of Eailroad Legislation 

Section 2. The Conference favors the enactment of remedial rail- 
road legislation at the earliest possible date. It favors the con- 
tinuation of the present government possession and operation of 
the railroads only until such legislation can be enacted and made 
effective. If possible, legislation should be enacted within the 
present calendar year. 

Consolidation of Railroads into Strong Competing Systems 

Section 3. The Conference is in favor of permitting and facilita- 
ting the consolidation, in a manner to be approved by the govern- 
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ment, of existing railroads into strong competitive systems so 
located that each of the principal traffic districts of the country 
shall be served by more than one system. 

Eailkoad Corporations to be Beousht Ukdee PEDEEAii 
Jdeisdiotion 

Section 4. The Conference favors action by Congress that will 
bring all interstate railroads as corporations under the jurisdiction 
of the United States either by Federal incorporation or in such 
other manner as Congress may determine, the matters of local taxa- 
tion and police regulation to be reserved by the States. 

Federal Regulation of Capital Expenditures and Security 

Issues 

Section 5. The Conference favors Federal regulation of the 
issuance of securities by all railroads engaged in interstate com- 
merce. This regulation should be exclusive and should be exer- 
cised ia the following manner : Such Federal agency as Congress 
may designate shall be authorized to pass upon the public necessity 
for expenditures of capital (in excess of a stipulated amount) by 
carriers engaged in interstate commerce and to determine the 
amount and to regulate the conditions of the issuance of securities 
to obtain the funds required to cover authorized capital expendi- 
tures ; a railroad company applying to the Federal agency for author- 
ity to make capital expenditures, or to issue securities, shall be 
required to file with the proper authorities of the States in which 
the railroad is located copies of the original petition ; and the Fed- 
eral agency shall be required to notify said State authorities of the 
hearings upon the petition. 

Interstate Commerce Commission to- Regulate Rates that 
Affect Interstate Commerce 

Section 6. The Conference favors the sole regulation by the 
Interstate Commerce Commission of all railroad rates and of all 
rules and regulations bearing thereon affecting interstate commerce. 
For the performance of its duties the Commission should be given 
power to organize in the manner it may deem best, and be given 
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authority to function through such local oflBcials or agencies as it 
may deem necesary to create or designate. 

Federal Transpoetation Board; Its Duties 

Section 7. The Conference favors the creation of a Federal 
Transportation Board of five members. It shall be the general duty 
of the Board to promote the development of a national system of 
rail, water and highway transportation to inquire into and propose 
measures for preventing abuses therein, to pass upon the public 
necessity for capital expenditures and to regulate security issues as 
provided by Section 5. The Federal Transportation Board shall 
act as the referee in cases of the disagreement (deadlock) of a 
board entrusted with the adjustment of wages, hours of labor or 
other conditions of service of railroad employees. It shall, also, 
be the duty of the Federal Transportation Board to administer and 
enforce the means and measures that may be provided for strength- 
ening and stabilizing railroad credit; it shall determine the group- 
ing or consolidation of railroads deemed to be in the public interest, 
and carry out plans authorized by Congress for merging all rail- 
roads engaged in interstate commerce into strong competing 
systems severally owned and operated by companies subject as cor- 
porations to the jurisdiction of the United States. 

Boards foe Adjustment of Wages and Houes of Service of 
Kailroad Employees 

Section 8. The Conference favors the adjustment of wages, 
hours of labor and other conditions of service of railroad employees 
by boards consisting of equal numbers of representatives of em- 
ployees and officers of the railroads, with appeal, ia case of the 
disagreement (deadlock) of an adjustment board, to the Federal 
Transportation Board as referee. 

The Conference favors the adoption by Congress of the plan con- 
tained in the following Sections, 9 to 19 inclusive, for the purpose 
of strengthening and staiilizing railroad credit, of protecting the in- 
terest of the investing public and of promoting, in the highest de- 
gree both legal and moral accountability upon the part of railroad 
directorates and of railroad executive officers, and of bringing about 
as promptly as pra/aticable the consolidation of existing railroads 
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into such number of competitive syst&ms, otimed and operated by 
companies subject as corporations to Federal jurisdiction, as shall 
be found to be in the public interest. 

Statutory Eule of Rate Making 

Section 9. The Conference recommends that a statutory rule be 
enacted by Congress requiring that railroad rates and fares, to be 
established by public authority, shall be designed to yield the rail- 
road companies in each trafSc section of the United States (as shall 
be designated by Federal authority) aggregate revenue sufficient to 
produce, after proper provision has been made for renewals and 
depreciation, a net return (which shall be available for interest and 
dividends) of not less than six (6) per cent, per annum upon the 
aggregate fair value of the property of the railroads devoted to the 
public service in each of the several sections. The items of "re- 
newal and depreciation" shall also include unproductive improve- 
ments not properly chargeable to investment account and against 
which no capital or capital obligations shall be issued. 

Tempokart and Permanent Valuation as a Basis for Eate 

Making 

Section 10. The net return to be obtained by the railroads as a 
result of the enforcement of a statutory rule of rate making shall 
be based upon a fair value of the railroad property devoted to the 
public service, as ascertained by the Interstate Commerce Commis- 
sion, such valuation to include a consideration of physical property, 
earning power, and such other elements as may be proper in de- 
termining fair value. 

Until such valuation shall have been determined, the valuation 
to be adopted for the railroads in the United States as a whole, and 
by traffic sections, shall, for the purpose of making the rates that 
yield the aggregate net return to be provided by statute, be their 
aggregate railway property investment accounts. 

For the purpose of ascertaining excess income, the valuation of 
any individual railroad system, pending the completion of the 
said Federal valuation, upon which it shall be entitled to retain 
six (6) per cent, per annum, shall be that proportion of the aggi-e- 
gate property investment accounts of all the railroads of the traffic 
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section in which it is located, which its average annual railway 
operating income (computed for the period and in the manner 
prescribed by the Federal Control Act of March 21, 1918) bears to 
the aggregate annual railway operating income of all the railroads 
of such traffic section, computed in the same manner; provided, 
first, that if the use of the above stated formula shall produce a 
valuation of any particular railroad system greater than the amount 
of its average property investment account for the three year period 
ending June 30, 1917, the amount of such property investment ac- 
count shall be used instead of the valuation derived by the formula ; 
and provided, second, that nothing herein contained shall operate 
to reduce the railway operating income which any particular rail- 
road system shall be permitted to retain below its annual average 
railway operating income, or compensation as computed or allowed 
to it under the Federal Control Act of March 31, 1918. To such 
valuation as shall be derived for any railroad system in the manner 
above stated, there shall be added all increases of property invest- 
ment made by such system after June 30, 1917. 

The Federal Transportation Board shall be vested with the same 
power to make such specific adjustments, in particular cases, as it 
may deem requisite and equitable, as is conferred on the Director 
General of Eailroads under the Eailroad Control Act, March 21, 
1918. 

Ceeation op Individual Eaileoad Contingent Fund 

Section 11. All railroad companies engaged in interstate com- 
merce shall be required to observe the following regulations under 
the direction of the Federal Transportation Board : 

(a) Whenever the net railway operating income of a railway com- 
pany available for the payment of interest and dividends (after 
provision has been made for renewals, depreciation and unproduc- 
tive improvements as defined in Section 9) shall exceed six (6) per 
cent, upon the fair value of its property, or upon its temporary 
valuation as determined by Section 10 (the "fair value of property" 
being used in this section to include both temporary and permanent 
valuation) one-half of the said excess railway operating income 
above six (6) per cent, shall be placed in a contingent fund of the 
company until such amount to six (6) per cent, of the fair value of 
the company's property. The remaining half shall be turned over 
to a general railroad contingent fund as provided by Section 12. 
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Maintenance of Individual Kaileoad Contingent Fund 

(b) A railroad company may draw upon its own contingent fund 
whenever, and to the extent that, its said annual railway operating 
income shall fall below six (6) per cent, of the fair value of the 
property as determined by Section 10 ; but whenever the railroad's 
contingent fund is thus drawn upon, the fund shall be replenished 
from the company's share in subsequent excess earnings until the 
fund is restored to six (6) per cent, of the fair value of the com- 
pany's property. 

DiSTBIBUTION OF ExCESS OPEEATING INCOME 

(c) When any individual railroad company earns an annual rail- 
way operating income of six (6) per cent, upon a fair value of its 
property and has established and is maintaining a contingent fund 
of its own amounting to six (6) per cent, on the fair value of its 
property, the company shall turn over to a general railroad contin- 
gent fund, two-thirds of the company's railway operating income 
ia excess of six (6) per cent., the remaining one-third of said excess 
to be retained by the railroad company for distribution among its 
stockholders or for such other lawful purposes as it may determine. 

Ceeation of General Eaileoad Contingent Fund 

Section 12. There shall be established a general railroad contin- 
gent fund for the purpose of making good any deficiency in any 
year below six (6) per cent, upon the aggregate fair value of the 
properties of the railroads of a section. The amoimt of such defi- 
ciency shall be drawn from the general railroad contingent fund for 
distribution among the railroads in any traffic section, upon the 
basis of the gross earnings from railroad operations of the railroads 
within such section; and if the result of this distribution causes 
the railway operating income of any individual railroad to exceed 
six per cent, this excess shall be applied as provided in Section 11. 

Maintenance of General Eaileoad Contingent Fund 

Section 13. In any year, following the completion of the mergers 
hereinafter provided for, when the yield from rates established by 
Federal authority equals six per cent, upon the aggregate fair 
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value of the property of the railroads in any traffic section, and the 
total contribution made in any such year to the general railroad 
contingent fund amounts to less than five per cent, of the aggregate 
net earnings from operation in that traffic section, then the railroads 
in that section shaU contribute to the general contingent fund 
the sum necessary to bring the contribution for the year up to five 
per cent, of the aggregate net earnings from operation — each com- 
pany being required to contribute for this purpose pro rata to its 
net earnings from operation for that year. 

MAlfAGEMESTT OP GENERAL KAILEOAD CONTINGENT FUND 

Section 14. The general railroad contingent fund shall be 
managed by trustees appointed by the Federal Transportation Board 
from men nominated by the railroad companies. Moneys turned 
over to the fund shall be invested by the trustees in United States 
Government securities, or shall be deposited iq the Federal Eeserve 
Banks. 

Amount of Genehal Eaileoad Contingent Fund 

Section 15. The general railroad contingent fund shall be 
accumulated by its trustees until it amounts to $750,000,000, and 
be maintained at that sum for the purpose hereinbefore provided, 
and any excess thereafter acquired shall be used when and as di- 
rected by the Federal Transportation Board for the development 
of the railroad transportation system of the country, or for the 
increase of transportation equipment and facilities, or for the pro 
rata reduction of the capital or capital obligations and property 
investment accounts of the railroads, or, if so ordered by Congress, 
the excess shall be turned over to the Treasury of the United States. 

Eaileoad Eeserve Fund 

Section 16. To facilitate the prompt stabilization of railroad 
credit and such consolidation of railroads as the Federal Trans- 
portation Board shall decide to be in the public interest, it is 
recommended that Congress create a railroad reserve fund and 
appropriate for this purpose the sum of $500,000,000. This fund 
shall be administered by the Federal Transportation Board which 
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shall invest it in United States bonds or notes, the interest accru- 
ing from such bonds or notes, or the earnings upon the proceeds 
thereof, to be paid annually into the United States Treasury. In 
case, at any time during the first ten years after the enactment of 
this legislation, the general railroad contingent fund, provided by 
Section 12, shall not be sufficient to make good deficiencies as de- 
scribed in that section, then the Federal Transportation Board shall 
pay into the general railroad contingent fund, as far as the Board's 
available funds permit, the amount necessary to enable the trustees 
of the general railroad contingent fund to make over to the railroads 
the sums due them for that year under the stipulations of said 
Section 12; provided, however, that any sums so paid by the 
Federal Transportation Board shall be repaid with interest by the 
trustees of the general railroad contingent fund from contributions 
received from the railroads after the general railroad contingent 
fund shall reach and be maintained at the amount of $500,000,000. 

Grouping and Consolidation op Existing Eailroads 

Section 17. The consolidation of railroads into a limited number 
of strong competitive systems under conditions to be prescribed by 
Congress is believed to be in the public interest and should be car- 
ried out as promptly as practicable, in accordance with plans to be 
submitted by the carriers and approved and announced by the Fed- 
eral Transportation Board. In order to bring about this consolida- 
tion of railroad companies, jurisdiction of which has been perfected 
as contemplated in Section 4, the Federal Transportation Board 
shall determine for itself and announce the grouping of railroads 
in case such railroads have not within a reasonable time submitted 
plans for its approval for consolidation in any given section and 
the Board deems such consolidation to be in the public interest. 

If the consolidations thus announced by the Transportation Board 
shall not have been affected or well advanced within five years after 
announcements the Board should be given power to carry through 
such mergers by compulsory proceedings, if in its judgment the 
public interest would be thereby advanced. 

Government Directors on Railroad Boards 

Section 18. Any railroad corporation, that may be allowed by 
the Federal Transportation Board to acquire the securities or 
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properties of other railroad companies and to form a consolidated 
railroad system under the jurisdiction of the United States, shall 
be required by the Board to organize with a Board of twelve direc- 
tors, one of whom shall be a representative of the employees of the 
system and nominated for that position by such employees, and 
three of whom shall be selected by the Federal Transportation 
Board to represent the principal interests involved in the territory 
served by such system. The board of directors thus selected shall 
make such regular and special reports to the Transportation Board 
as that Board may require. [In preparing a bill embodying in 
legislative form the Conference program of legislation, it was 
decided to recommend two representatives of the employee^ and 
two (instead of three) representatives of the public interests.] 

Temporaey Aid to Certain Railboads Pending Consolidation 

Section 19. Should it be found by the Transportation Board 
to be in the public interest to protect the credit and financial opera- 
tions of some railroads pending the completion of the railroad 
consolidations herein contemplated, it is recommended that one or 
the other of the following plans be adopted: 

1. That the Transportation Board be endowed with power, and 
granted the necessary funds to extend credits to such rail- 
roads during the period of consolidation; or 

2. That the existing machinery of the War Finance Corporation 
be employed for this purpose. 

If the second recommendation is adopted, appropriate legislation 
should be enacted to enable the War Finance Corporation to ad- 
vance funds to railroads under terms that may be approved by the 
Federal Transportation Board. 



IV 



CONSOLIDATION OF RAILROADS 
INTO STRONG COMPETING 

SYSTEMS 

Section 3. The Conference is in favor of permitting and facili- 
tating the consolidation, in a manner to he approved by the Govern- 
ment, of existing railroads into strong competitive systems so 
located that each of the principal traffic districts of the country 
shall ie served by more than one system. 

This Section of the Conference plan of legislation was adopted 
because the Conference realized that the number of American 
railroads must be reduced and the problem of the weak roads be 
solved before it will be possible for rates and fares to be satisfac- 
torily adjusted and for the country to be assured of an adequate 
development of all parts of the railway system as a whole. 

Eates for like services must be the same whether the services are 
performed by weak, necessitous roads or by strong and prosperous 
ones. The common rates for these like services may be sufficient 
to enable the weaker road barely to exist, while the prosperous 
road with large traffic and favorable operating conditions may 
obtain from the same rates revenues far greater than the public 
may justly be required to pay. Kates that will be equitable to car- 
riers and to the public cannot be established until the several 
railroad systems of the United States become of approximately 
equal strength and efficiency; and this can be brought about only 
by the grouping or consolidation of the many existing railroads 
into such permanent systems as an appropriate public authority 
shall determine to be in the public interest. 

Eailway consolidation is as necessary from the standpoint of 
efficiency of service as from the viewpoint of rate regulation. At 
the present time large sections of the country are served by roads 
which are financially weak, but which are of vital importance to 
the regions they serve. Unless these lines can, by association with 
stronger systems, be enabled to develop their facilities and services 
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the public must necessarily suffer. The aim of legislation should 
be to bring about a condition in which all sections of the country 
may be served by railroad companies strong enough to give the 
public progressively efiicient and economical transportation. 

There are those who have advocated a plan of dividing the 
country into a limited number of territorial sections and of bring- 
ing the railroads in each of the several sections under the control 
of a single company. This plan of territorial consolidation of rail- 
roads did not meet with the approval of the Conference, because, 
first of all the plan is based upon the theory that monopoly is pref- 
erable to competition in the railroad service. With few exceptions 
the members of the Conference are convinced that monopoly 
deadens initiative, limits development, and results in poorer serv- 
ices at higher costs. Competition should be maintained in trans- 
portation as well as in other forms of industry. 

Believing the maintenance of competition to be desirable, the 
Conference recommends the consolidation of existing railroads by 
grouping about existing large systems. It is recommended that 
the grouping be along commercial lines and not by territorial 
subdivision of the country. This thought was forcibly expressed 
by Mr. Daniel Willard in the deliberations of the Conference, 
who stated: 

"I am opposed to the plan that contemplates cutting the country 
into a certain number of geographical units. The roads were not 
built, that way, and commerce does not that run that way. * * * 
Now, if Congress will give authority to the railroads to combine, 
and will remove the restriction placed upon that action now, I 
am convinced that within the next five years, instead of having 
162 railroads earning $1,000,000 apiece, there will be 20 or 35 
systems. * * * The 25 systems that are left will be the iden- 
tical 25 there today, the other roads being practically all parts 
of those systems. There would be no reduction in service; every 
bit of competition would be retained, and the branch lines taken 
in would be improved, and at least 125 of the poorer sisters would 
be out of trouble; because when they were taken in the public 
bodies would necessarily rule upon their value." 

In connection with this statement Mr. Willard was asked by 
the Chairman of the Conference to present a tentative list of con- 
solidated railroad systems and the following list was presented 
by Mr. Willard, not as necessarily representing exactly the desirable 
final grouping of American railroads, but as indicating a possibly 
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advantageous plan of consolidation. The 32 systems suggested by 
Mr. "Willard were the following : 

New England Territory 
(1) Boston & Maine 
(3) New Haven 

Trunk Line Territory 

(3) Pennsylvania 

(4) New York Central 

(5) Erie, Delaware & Hudson 

(6) Lehigh, Lackawanna, Nickel Plate 

(7) Baltimore & Ohio, Western Maryland, Beading, Central 

of New Jersey 

Southeastern Territory 

(8) Chesapeake & Ohio, Norfolk & Western, Virginian 

(9) Seaboard Air Line 

(10) Atlantic Coast Line, Louisville & Nashville 

(11) Southern 

(12) Illinois Central 

Southwestern Territory 

(13) Southern Pacific 

(14) Atchison 

(15) Gould Lines 

(16) Kock Island 

Central & Northwestern Territory 

(17) Burlington 

(18) Chicago & Northwestern 

(19) Chicago, Milwaukee & St. Paul 

(20) Soo Line 

(21) Great Northern 
(23) Northern Pacific 

It was the view of the Transportation Conference that the con- 
solidation of railroads can for the most part be brought about by 
voluntary action on the part of the carriers. Voluntary consolida- 
tion should be permitted and encouraged by the government. As 
has been stated in the general description of the Conference plan, 
"the obstacles to the grouping or consolidation of railroads, under 
conditions approved by the government, should be removed, and 
provision should be made for bringing all of the railroads in the 
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country within a reasonable time into such a number of strong 
competing systems as may be found desirable or necessary to per- 
petuate in order to secure for each principal district of the country 
the service of more than one system." 

It is believed that the plan which the Conference advocates, of 
limiting the excess profits of the most profitable roads will afEord 
such roads ample inducement to acquire less prosperous roads, at 
such value as the government may determine to be fair and equitable, 
in order that the prosperous road may thus be able to earn and 
retain profits upon an enlarged property. It is also thought that 
the weak roads will be disposed to sell out to the strong companies 
because of the fact that when the government has determined 
officially the value of the property of the weak roads and has 
adopted a definite policy of rate-making, designed, not only to 
yield the carriers a fair return, but also to protect the public 
against the payment of unreasonable charges, the property of the 
weaker roads will no longer have any speculative value. Under 
these conditions the stockholders of the weaker roads will doubtless 
be disposed to exchange their securities at a fair price for the 
securities of a consolidated company of assured financial strength. 

"While voluntary consolidation should be given a thorough trial, 
it will be well also to provide for compulsory consolidation to be 
exercised if experience should show the necessity therefor. The 
following policy of effecting railroad consolidation is recom- 
mended :* 

"The railroad companies should be called upon to submit, for 
. approval of the government, plans for the grouping or consolidation 
of the roads, and if the companies do not submit such plans within 
a reasonable time, the government, acting through the appropriate 
authority (the Pederal Transportation Board) should determine 
and announce what permanent groupings or consolidations are 
deemed to be in the public interest. Should the consolidations, thus 
declared to be in the public interest, not have been effected, or 
should they not be well advanced, at the end of a reasonable period, 
say five years, power should be given the appropriate public 
authority to carry through the desirable mergers by compulsory 
proceedings, if in the judgment of Congress such power can be 
granted, and the public interest will be thereby advanced." 

*See explanation of the Program of Remedial Railroad Legislation, Supra, page 13. 



COMPULSORY FEDERAL 
INCORPORATION 

FOR 

CONSOLIDATED RAILROAD SYSTEMS 

By ALEX. W. SMITH 



Opinions of learned counsel of the National Association of Own- 
ers of Eailroad Securities have heen widely circulated by that asso- 
ciation declaring that there is no constitutional method for the 
creation of Federal railroad corporations and compelling transfer 
to them of their existing properties without the consent of their 
stockholders, or of the States creating them, and thus forcing abdi- 
cation of their corporate obligations and duties under their State 
charters. Wten we consider that this proposition rests on the 
premise that separate and distinct Federal corporations are to be 
created and that they are to take over by transfer, either through 
negotiation or condemnation, the assets of the existing railroad 
companies, the legal conclusion of the eminent lawyers who have 
furnished or endorsed these opinions is unquestionably sound. 

It must be understood at the threshold, therefore, that the recom- 
mendation of the Transportation Conference involving compulsory 
Federal incorporation of the existing interstate carriers does not 
take issue with the legal conclusion above referred to, based, as it is, 
on the premise above stated. 

The country is confronted, however, with the absolute necessity 
of the Federal Government being vested with full jurisdiction of 
interstate carriers in their corporate functions in addition to the 
constitutional jurisdiction now exercised by Congress over the 
activities of these carriers in connection with interstate commerce. 
Unless this is accomplished, the proposition that the government 
shall authorize the consolidation of these existing carriers into 
large systems which wiU necessarily interfere with competition in 



34 

local territory becomes a legal impossibility, because it will run 
counter to constitutional inhibitions in a large number of States 
prohibiting such consolidations by the corporations they have 
severally created. Being creatures of the States, they are necessarily 
subject to the control of its constitutional requirements. 

Aside from the insuperable legal difificulty thus indicated, it is 
a wholly impracticable thing to transfer and transplant the assets 
and liabilities of the existing corporations engaged in interstate 
commerce into new corporations created for the purpose. Take 
the Southern Eailway Company as a concrete example. It is a 
system made up of more than one hundred separate railroad corpora- 
tions. It owns some of them ; it controls others under long leases, 
and others by majority stockholding. It has effected their merger 
by all the known methods of putting one railroad under the opera- 
tive control of another. Their obligations, under the kaleidoscopic 
arrangements it has made in bringing the system together, could 
not be transformed and lifted out of the several State corporations 
and set down in a new Federal corporation. As a business proposi- 
tion it would be impractical. 

It is respectfully submitted, however, that the problem is not 
insoluble, for there lies on the surface a method to accomplish the 
desired results in a perfectly simple way, viz. : The passage by 
Congress of a general Federal incorporation act along lines parallel 
to the laws incorporating national banks and nationalizing State 
banks. This is the basic idea of the recommendation of the Trans- 
portation Conference on this subject, and the idea has been devel- 
oped in a draft of a Eemedial Kailroad Law, which I presented to 
the representatives of the Conference. 

If Congress should adopt this bill existing railroad companies 
engaged in interstate commerce and operating under State charters 
could take out certificates of incorporation, to be issued as thereia 
provided, under which they would become Federal, or national, cor- 
porations without destroying their corporate identity and existence ; 
without changing their officers and stockholders; and without dis- 
turbing the title to their assets or the integrity of their existing lia- 
bilities; and the continuity of their business would not be inter- 
rupted. 

The authorities conclusively establish that such a proceeding 
results in a mere transition and not a new creation, and does not 
destroy previous identity or corporate existence, and simply results 
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in a contimiation of the same body, mth the same officers and stock- 
holders, the same property, assets and business under a changed 
jurisdiction. Any interstate railroad thus nationalized would 
remain one and the same railroad, and would go on doing business 
uninterruptedly, under its existing liabilities and contractual 
privileges and obligations. 

The leading case on the subject arose out of the conversion of 
a State bank into a national bank. That case finally reached the 
Supreme Court of the United States, and is cited as follows : 

Claggett V. Metropolitan National Bank, 4 N". Y. Supp. 15 ; 
(Same case), 56 Hun., 578; 
(Same case), 135 N. Y., 729; 
(Same case), 141 U. S., 520. 

Suit by holders of some of the bills of this bank issued by it as 
a State bank and outstanding when it became a national bank 
under the act of Congress. At the time of the conversion of the 
bank it deposited with the Superintendent of Banks of the State 
of New York a sum of money equal to its outstanding circulation, 
and the Superintendent of Banks pursuant to the State law pub- 
lished notice that the circulatiag notes of said bank would be 
redeemed at par at any time within sis years from the date of 
notice, and thereafter cease to be a charge on the redemption fund 
placed in the hands of the superintendent for that purpose. The 
bank notes sued on were not presented for redemption within the 
time limited and the bank (then a national bank) was sued to 
recover their value, and plead exemption from liability under Chap- 
ter 236 of the New York Laws of 1859, as amended, on the ground 
that its liability ceased because of the deposit of the redemption 
fund, the notice of the Superintendent of Banks, and the failure 
to present said bills for redemption within the time limited. 

The court held that the act of 1859 was passed in order to facili- 
tate the liquidation of State banks, and was not intended to affect 
banks whose business was to go on continuously. That if the 
Metropolitan Bank did close business by becoming a national 
bank the act of 1859 would be applicable and the defense would be 
unanswerable. 

It thus appears that the exact question involved was : Did the 
conversion of the State bank into a national bank close its business ? 
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The court held it did not, and cited the case of Bank v. Phelps, 
97 N. Y., 44, where it was held that: 

"The general scheme of the national banking act is that State 
banks may avail themselves of its privileges, and subject them- 
selves to its liabilities, without abandoning their corporate existence, 
without any change in the organization, ofBlcers, stockholders, or 
property, and without interruption of their pending business or 
contracts. All property and rights which they held before organ- 
izing as national banks are continued to be vested in them under 
their new status," and "although in form their property and rights 
as State banks purport to be transferred to them in their new status 
of national banks, yet, in substance, there is no actual transfer from 
one body to another, but a continuation of the same body under a 
change jurisdiction. As between it and those who have contracted 
with it, it retains its identity, notwithstanding its acceptance of the 
privilege of organizing under the national banking act." 

''When that case was decided in this court, Gilbert, J., whose view 
is indorsed by the Court of Appeals, said (16 Hun., 158) : 'The 
change from a State to a national bank did not destroy either the 
existence or the identity of the corporation. Such change conferred 
new franchises, and imposed new duties and liabilities, on the 
corporate body in addition to those which it previously had, but 
nothing more. There was a slight change in the corporate name, 
but the new name designated the same entity. In short, the legal 
effect of the change was merely the acceptance of a new charter 
by the corporation. It remained to every intent and purpose as it 
did before, though its name was altered, its new charter was 
granted by the national instead of the State Legislature.' 

"The necessary result of this view of the law is that the change 
or conversion of the Metropolitan Bank to the Metropolitan Na- 
tional Bank did not result in a close of its business. It remained 
the same bank, and went on doing business continuously; and a 
mere passing of a resolution that it intended to close business could 
not have the effect now claimed, as the intention manifestly was 
simply to prosecute its then 'pending business,' and to conduct busi- 
ness thereafter under the changed jurisdiction." 

The defense in the Claggett case, supra, was stricken and the 
plaintiff recovered. 

This judgment was affirmed at the general term (56 Hun., 578) 
and by the New York Court of Appeals without opinion (125 N. Y., 
729) and by the Supreme Court of the United States (141 U. S., 
520). In thus afiSrming the Supreme Court says: 

"This decision is so manifestly correct that it needs no argument 
to sustain it." 
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The affirmance of the case of Claggett v. Metropolitan Bank is 
controlling on the subject, but several of the courts of last resort 
in States other than New York have ruled the same way. 

'TJnder the provisions of act 1865, c. 144, a State bank organized 
as a national bank in June, 1865 ; and in 1874 it sued out, in its 
old corporate name a scire facias on a Judgment obtained in 1864. 
Held, that the new bank was substantially the plaintiff, and, as 
such, was therefore liable for costs in case of judgment for the de- 
fendant."— Thomas V. Farmers' Bank, 46 Md., 43. 

"When a State bank reorganizes as a national bank, under the act, 
13 Stat. 113, c. 106, Sec. 44, the change does not relieve it from 
any former liabilities to individuals with whom it had dealings. It 
passes from one jurisdiction to another; but its identity is not 
thereby necessarily destroyed. It remains substantially the same 
institution under another name. The transition does not disturb 
the relation of either stockholders or officers of the corporation, nor 
enlarge or diminish the assets of the institution. These all remain 
the same under the national as they were under the State organi- 
zation."— Coffey V. National Bank, 46 Mo., 140, 2 Am. Eep., 488. 

The bank neither lost any of its assets nor escaped any of its 
liabilities by the change. The change was a transition, and not a 
new creation. Coffee v. National Bank, 46 Mo., 140; 2 Am. Eep.. 
488. See also : 

Grocers' National Bank v. Clark, 48 Barb., 36 ; 

Thorp V. Wegefarth, 56 Penn., 83. 

"A national bank is responsible for all the liabilities incurred by 
it while a State institution." — Kelsey v. National Bank of Craw- 
ford Co., 69 Pa. St. (19 P. F. Smith), 436. 

The principle thus settled by the authorities is applicable alone 
to corporate characteristics and is not in the least affected by the 
character of the business transacted, save only that the business 
must be such as to come within some of the delegated powers of the 
Congress and thus, confer jurisdiction upon it to grant corporate 
power to transact such business. 

Since no one questions the power of Congress to incorporate inter- 
state railroads, it follows that it can authorize the conversion of 
such a railroad company from a State corporation into a national 
corporation. When it does so, the principle referred to necessarily 
applies. By applying it as indicated in the bill it presents the 
recommendation of the Transportation Conference that action be 
taken by Congress to bring all interstate railroads as corporations 
under the jurisdiction of the United States becomes simple and 
practical. 
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While Congress has no power to compel a State bank to become 
a national bank, because a State bank is no part of the fiscal ma- 
chinery of the nation, it is submitted that it does have the power 
to compel a railroad system that is now engaged in interstate com- 
merce to become a Federal corporation. 

The power of Congress to create a bank at all was contested 
until it was settled by the Supreme Court that such power was 
implicit in the power delegated to Congress to issue money and 
handle its finances. Jurisdiction of Congress over a railroad en- 
gaged in interstate commerce is delegated in a specific, plain, ex- 
plicit, all-inclusive, and plenary paragraph of the Constitution com- 
mitting to it control over interstate commerce and all its instru- 
mentalities. 

If it be true that Congress has only implied power to charter a 
bank as a piece of machinery in its fiscal system, it must be true 
that if Congress finds in the development of transportation that 
State lines have been wiped out, and that commerce disregards 
artificial obstructionB, and that necessary machinery in carrying 
on interstate commerce is a railroad corporation, the express grant 
of exclusive jurisdiction over such commerce carries with it the 
power to create such a corporation. 

If that is true, can it compel a State railroad company engaged 
in interstate commerce to become a Federal corporation? No one 
questions its power to create such corporations, ab initio. 

It has been decided by the Supreme Court of the United States 
that no single State can create a railroad company and endow it, 
as a matter of law, with the right to operate its lines in any other 
State. Indiana and Ohio tried to do this conjointly. They created 
two railroad companies, each endowed with the same name, and 
having the same ofBcers, directors and stockholders. The tracks 
owned by these two companies came together at the State line. 
Every effort was made to create a single corporation with the right 
to do business in the two States. The Supreme Court held that 
there were two separate and distinct corporations and that in the 
very nature of the case, one State could not give the power to its 
creature to go into the domain of another sovereignty of equal 
dignity and do business there, except by permission of the other 
State. Hence it is that all roads that cross State lines do business 
outside their native State by comity between the States. Comity 
is a privilege merely and not a legal right. (0. & M. E.R. Co. v. 
Wheeler, 1 Black, 286.) 
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The Southern Eailway Company was able to merge its constituent 
lines running through eleven States by reason of the voluntary, but 
not necessarily concurrent, action of the several States and their 
corporate creatures. First, the States either by special acts or by 
general laws gave statutory permission for the railroad corporations 
to combiae. Second, all constituent corporations had to take ap- 
propriate corporate action, through stockholders and directors ac- 
cording to by-laws and charter provisions, authorizing the particular 
step necessary to a merger. So that each of the constituent cor- 
porations was put into the combination by virtue of its own action 
taken by permission of its creator. Thus, by virtue of the express 
consent of the several corporations and of the express legislative 
sanction of the eleven States in which the Southern Eailway system 
operates, something was created different from the aggregate of 
corporate powers previously vested in the subsidiary companies. 
The Virginia corporation known as the Southern Eailway Company 
because an instrumentality of interstate commerce, not by virtue 
of comity among these eleven States, but because it crosses the 
lines of said States and hauls interstate commerce through them as 
a single entity and by virtue of the action of each of the States, and 
of the concurrent or supplemental action of the owners of each of 
the properties. Whether they intended it or not, it is a fact that 
every one of those States, and every one of those corporations, hy 
such action, voluntarily submitted themselves to the jurisdiction of 
Congress through its exclusive control of interstate commerce, when- 
ever it sees fit to act. 

Congress has never exercised that power, but with all due respect 
to the eminent counsel who have raised legal objection to com- 
pulsory Federal incorporation, no satisfactory reply has yet been 
made to the legal conclusion involved, viz., that Congress has the 
power, if it chooses to exercise it, to say that every system of rail- 
roads engaged in interstate commerce by virtue of consolidating 
constituent lines (and no other such system can legally exist unless 
originally created by Congress) : "You are now an instrumentality 
of interstate commerce, and in the development of the commerce 
of this country it has become necessary that full jurisdiction of 
your functions shall be vested in the Federal Government. There- 
fore, you are required to transfer your allegiance from the State 
of your incorporation to the United States of America, in order that 
the Federal Government may take such steps hereafter in the con- 
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trol of your business and in the promotion of the interests of inter- 
state commerce as from time to time it sees fit." Congress could 
then establish consistent and xmiform control of all systems of 
interstate carriers. 

If Federal incorporation is made permissive only it is question- 
able whether Congress will not be embarrassed by some of the lines 
declining to accept Federal charters. Many of them have tax 
exemptions and special charter privileges which they would hesitate 
to imperil. Voluntary action would certainly destroy these priv- 
ileges, while, under compulsory action, these property rights might 
be preserved under other provisions of the Constitution not neces- 
sary to be here elaborated. 

It should be repeated that this argument is confined to those 
lines which, by voluntary action, have been consolidated into inter- 
state systems. They have thereby waived the right (if it exists) to 
object to Congress doing anything with them that it may desire to 
do if they expect to continue in interstate commerce. 

As to the necessity of Federal incorporation, there does not seem 
to be any room for argument. If the Federal Government is to vise 
and control the issuance of railroad securities, upon what principle, 
without the voluntary cooperation of the State corporation, can 
Congress interfere with its issue of stocks and bonds expressly 
authorized under its State charter? They may be not necessarily 
connected with its interstate commerce. Their proceeds may be 
needed for other purposes. Many raUroad corporations engaged in 
business other than transportation. The exercise of control over 
the securities of a State corporation by Congress is much harder to 
justify under existing law than the power to compel Federal incor- 
poration by interstate systems. The basis of the securities, espe- 
cially the original issues, is the charter of the constituent compa- 
nies, and not of the holding or operating company. Eights in 
these are vested and protected by the Federal Constitution itself. 
But when the corporation operating the interstate system is com- 
pelled to transfer its allegiance to the Federal Government, subse- 
quent issues of its capital stock and bonds may be regulated as 
Congress directs. 

The contractual relation between a State and its corporate crea- 
ture presentfi no obstacle to compulsory Federal incorporation of 
interstate systems hereinbefore described, because the State has 
oonseuied in sdvance that that may happen. When the State gave 
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permission to its corporation to become a part of the instrumentali- 
ties of interstate commerce by virtue of its legal merger into an 
interstate system, it relinquished its right to object to any sort of 
control over that corporation which Congress might choose to exer- 
cise. Of course, until Congress exercises control the allegiance 
of the corporation remains with the State that created it. The 
argument is that both the States and the corporations, by virtue of 
the necessities of the consolidation that produced the interstate 
system, have contracted in advance that Congress may exercise 
jurisdiction over this legally established instrumentality of inter- 
state commerce if, in its discretion, such action will promote the in- 
terests of interstate commerce. Such jurisdiction has been exer- 
cised in numberless ways. If, without destroying the corporation 
itself, it may be converted from a State corporation to a Federal 
corporation, there is no legal reason why Congress may not consti- 
tutionally require it to make the change. 



VI 



REGULATION OF RAILROAD RATES 
BY THE INTERSTATE COM- 
MERCE COMMISSION 

Section 6. The Conference favors the sole regulation hy the 
Interstate Commerce Commission of all railroad rates and of all 
rules and regulations hearing thereon affecting interstate com- 
merce. For the performance of its duties the Commission should 
be given power to organize in the manner it may deem best, and 
be given authority to function through such local officials or 
agencies as it may deem necessary to create or designate. 

Experience shows clearly the necessity for a greater unification 
of the authority of rate regulation in the United States. Eailroad 
traffic for the most part is interstate and to an even greater degree 
the railroad carriers are engaged in interstate commerce. The 
jurisdiction of the federal authority over railroad rates exercised 
by the Interstate Commerce Commission should be made as ex- 
tensive as the field over which its powers must be exercised. 

The Interstate Commerce Act as it now stands does not give the 
Interstate Commerce Commission statutory authority to regulate 
intrastate rates that affect interstate commerce. It is true that the 
Commission in numerous cases has been obliged to order the car- 
riers to remove discriminations resulting from differences between 
the reasonable interstate rates authorized by the Interstate Com- 
merce Commission and lower intrastate rates established or 
authorized by the states. This action of the Commission has been 
sustained by decisions of the Supreme Court, but there is still 
much uncertainty as to the line of division between the authority 
of the Commission and of the several states over intrastate rates 
that may affect interstate commerce. It is desirable in the interest 
of the public quite as much as of the carriers to obviate conflicting 
actions by the states and the federal government. 

On two occasions the Chambers of Commerce, throughout the 
United States have by referendum vote declared themselves in 
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favor of conferring upon the Interstate Commerce Commission 
authority to regulate intrastate rates when those rates afEect inter- 
state commerce. The first referendum on this question was taken 
in November, 1917, the second one (referendum 28 of the Cham- 
ber of Commerce of the United States) was taken in July, 1919. 
The report of the Eailroad Committee of the Chamber of Com- 
merce of the United States which contains the recommendations 
that were submitted to the business organizations of the country in 
referendum 38 of the ISTational Chamber contains the following 
statement : 

The experience of the past two years has confirmed the Com- 
mittee in its conviction that regulation by the several states of 
such intrastate rates as affect interstate commerce interferes with 
the efEective and uniform regulation of interstate rates by the United 
States Government. Indeed, conflict, detrimental to the public 
interest, has arisen with respect to the jurisdiction of the state 
commissions and the Interstate Commerce Commission over intra- 
state rates, even when it was clear that such rates affected the 
interstate rates subject to the regulatory power of the Federal 
Government. 

The actions taken by the National Transportation Conference 
and the Eailroad Committee of the Chamber of Commerce upon 
this question were identical. Both bodies believed that the Inter- 
state Commerce Commission should be given statutory authority 
to regulate intrastate rates other than those of a purely local 
character that do not have an effect upon the action or the results 
of the action of the Interstate Commerce Commission in its regu- 
lation of the rates of carriers engaged in interstate commerce. 

In favoring "the sole regulation by the Interstate Commerce 
Commission of all railroad rates, rules and regulations bearing 
thereon affecting interstate commerce," the National Transporta- 
tion Conference declares against the establishment of regional 
commissions separate from the Interstate Commerce Commission 
and having original Jurisdiction in rate cases. There have been 
numerous advocates of the policy of creating regional commissions 
to hear and to determine finally all rate cases except such as may 
be appealed to the Interstate Commerce Commission or be reviewed 
by that body on its own motion. This plan of regulation would 
make of the interstate body a commission of appeal and an author- 
ity for the unification of the procedure, practice and policy of the 
regional commissions of original jurisdiction. 
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The reasons for the creation of regional commissions were not 
conviacing to the Transportation Conference. It is believed that 
they would retard rather than facilitate the prompt determination 
of important rate cases. When large questions were at issue both 
carriers and shippers would doubtless insist upon a hearing by the 
highest authority. Cases of minor importance could be settled 
satisfactorily by the regional commission, but it will also be possible 
for the Interstate Commerce Commission so to organize the whole 
task of rate regulation as to provide for the prompt and satisfactory 
determination of questions of local concern. It is primarily a 
matter of organization of the agency of regulation. 

To enable the Interstate Commerce Commission to organize 
most effectively, the Transportation Conference recommends that 
"the Commission should be given power (by Congress) to organize 
in the manner it may deem best, and be given authority to function 
through such local officials or agencies as it may deem necessary 
to create or designate." It is to be assumed that the Interstate 
Commerce Commission might, if given necessary authority, pro- 
vide that interstate rate cases of local importance could be heard 
by officials having more responsibility than is now possessed by the 
Commission's examiners. Officials similar to the masters appointed 
by the courts could be empowered by the Interstate Commerce 
Commission to take evidence in cases of local character and pre- 
pare a report upon which the Commission could readily take final 
action after the parties in interest had been given opportunity to 
file exceptions. 

The Transportation Conference, moreover, shares the view held 
by the Interstate Commerce Commission that it will be possible for 
that Commission to secure much assistance from the State Com- 
missions in determining cases involving rates in which a state may 
have a special interest. The Esch Bill (H. E. 4378, 66th Congress, 
1st session), which has the official approval of the Interstate Com- 
merce Commission, provides, in Section 13, that the Interstate 
Commerce Act shall be amended by adding the following para- 
graphs : 

"Whenever in any investigation under the provisions of this Act 
there shall be brought in issue the lawfulness of any rate, fare, 
charge, classification, regulation, or practice made or imposed by 
authority of any State, the commission, before proceeding to hear 
and dispose of such issue, shall cause such State or States to be 
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authorities of any State having regulatory jurisdiction over the 
class of persons and corporations subject to this Act with respect 
to the relationship between rate structures and practices of carriers 
subject to the Jurisdiction of such State bodies and of the com- 
mission ; and to that end is authorized and empowered, under rules 
to be prescribed by it, and which may be modified from time to 
time, to hold Joint hearings with any such State regulating bodies 
on any matters wherein the commission is empowered to act and 
where the rate-making authority of a State is or may be affected 
by the action taken by the commission. The commission is also 
authorized to avail itself of the co-operation, services, records and 
facilities of such State authorities in the enforcement of any 
provision of this Act. 

"The commission shall have authority, after full hearing, to 
make such findings and orders as may in its Judgment tend to 
remove any undue preference or prejudice as between persons or 
localities in State and interstate or foreign commerce, or any undue 
burden upon interstate or foreign commerce, which is hereby for- 
bidden and declared to be unlawful, and such findings or orders 
shall be observed while in effect by the carriers parties to such 
proceeding affected thereby, any Act, decision, or order of any State 
or State authority to the contrary notwithstanding." 

It is probable that the last paragraph of this proposed addition 
to the Interstate Commerce Act would give the Federal Commis- 
sion authority over intrastate rates prejudicially "affecting inter- 
state commerce" ; but if there should be any doubt about such being 
the scope of the authority conferred, broader or more comprehensive 
language should be used. 

The Federal Transportation Board which the Transportation 
Conference recommends shall be established is to be an executive 
body to enforce and administer the provisions of the proposed 
legislation; but the Conference does not suggest that powers be 
transferred from the Interstate Commerce Commission to the 
Transportation Board. The Commission is to continue to be the 
rate-regulating body; it is to be made responsible for the whole 
task of regulating rates, and not only interstate rates, but such 
intrastate rates as affect interstate commerce. It is in effect pro- 
posed by the Conference that Congress shall go as far as it consti- 
tutionally can in bringing the entire structure of railroad rates in 
the United States under the regulatory authority of the Interstate 
Commerce Commission, Such action hj Congress would quite cer- 
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tainly largely increase the duties and work of the Interstate 
Commerce Commission. 

The Conference plan of legislation calls for the adoption by 
Congress of a statutory rule of rate making providing that rates 
and fares authorized or established by public authority shall be 
designed to yield the railroad companies in each designated traffic 
section a net return of not less than six per cent, per annum 
upon the aggregate fair value of the property of the railroads in 
the several traffic sections, after proper provision has been made 
for renewals and depreciation. This is the standard which Con- 
gress is asked to establish for the guidance of the Commission. 

It has been argued that the Commission would be unable to 
determine in advance with accuracy what rates and fares must be 
authorized or established to yield not less than a fixed minimum 
net return upon the aggregate value of the railroads of the country 
or a traffic section, because the Commission will not be able to 
predict what changes may take place either in the volume of traffic 
or the expenses of operation. This is doubtless a fact, but it is 
also true that the extended experience which the Commission has 
had in regulating, rates ought to, and probably would, enable it 
to estimate with fair accuracy what rate structures and rate levels 
are necessary to yield a desired net return upon railroad property 
in the aggregate. 

The Transportation Conference accompanies its recommendation 
of the adoption of the above statutory rule of rate making with 
the proposal that each railroad company having net earnings in 
excess of six per cent, per annum upon a fair value of its property 
shall build up an individual fund amounting to six per cent, of 
the value of its property. It is also proposed that all railroads 
having annual net earnings of more than six per cent, of the fair 
value of their property shall contribute of their excess earnings 
to a general railroad contingent fund. The individual fund may 
be drawn upon in any year when a company's net earnings are 
less than six per cent, upon the fair value of its property, and the 
general fund may be drawn upon pro rata to their gross earnings, 
by all railroads in a traffic section when, in any year, their aggre- 
gate earnings are less than six per cent, of the aggregate fair value 
of their property devoted to the public service. 
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These funds will enable the Interstate Commerce Commission 
successfully to work the proposed statutory rule of rate making. 
The funds will make it possible to oifset the effects on income 
which may result from an unforeseen reduction in the traffic of 
the railroads of a section or from an unexpected increase in oper- 
ating expenses. The statutory rule and the funds are parts of a 
single plan or policy of rate making and rate regulation to be 
carried out by the Interstate Commerce Commission. 
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A FEDERAL TRANSPORTATION BOARD 
Its Powers and Duties 

By EMORY R. JOHNSON 

The regulation of railroads by the federal government will be 
more comprehensive and detailed in the future than it has been 
in the past. Prior to the period of government operation, the 
chief concern of the government was to protect the public against 
unjust rates and fares and to correct the abuses that had devel- 
oped during the period of intense railway competition; but, when 
private operation is resumed, the government's relation to the rail- 
roads will be much more than corrective in aim, it will be cooper- 
ative. Regulation must become increasingly constructive — ^posi- 
tive rather than negative in purpose and method. 

The people of the United States are looking forward to an even 
better railroad service than they have enjoyed in the past. They 
believe it will be possible for all railroads to render a service as 
excellent as that which has been performed by the strongest and 
most efficient systems. To make this possible, however, the num- 
ber of railroad systems must be reduced by the grouping and con- 
solidation of existing roads in accordance with plans approved by 
public authority. Competition is not to be abandoned, but it is 
no longer to be a struggle of weak roads to maintain themselves 
alongside their strong and jealous neighbors; it is to become the 
service rivalry of a limited number of vigorous systems of approxi- 
mately equal strength. 

The strong railroad systems formed by the grouping of exist- 
ing railroads ought not to be owned and operated by corporations 
subject to the authority of the several states. These powerful 
corporations must in the public interest be brought under the 
jurisdiction of the United States. It is believed by the Transpor- 
tation Conference that this seemingly difficult task can readily be 
accomplished by the enactment and enforcement of a federal rail- 
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road incorporation act similar in principle to the National Bank 
Act by means of which state banks are converted into federal in- 
stitutions. 

The capital expenditures and the security issues of the con- 
solidated railroad companies of the future are certain to be regu- 
lated by the United States government. The agency that performs 
this task will render the country a great service. In passing upon 
capital expenditures of the railroads, public authority will sit in 
judgment upon the wisdom or unwisdom of proposed railroad im- 
provements or extensions and will in effect determine the lines of 
development of the American railway system as a whole. Through 
the exercise of this authority it will be possible for the government 
to bring about gradually the unification and the economic develop- 
ment of railroad terminal facilities and services, to prevent the 
unnecessary construction of new lines, to require the physical con- 
nection of railroads and, if Congress so wills, the connection and 
joint use of railroads and waterways. 

Through its regulation of rates and fares the government has 
already come to determine the revenues of the railroads. In the 
future, in larger measure than in the past, the expenses of the 
railroads will depend upon the requirements made by the regu- 
latory authorities of the government. It is obvious that Congress 
and the administrative agencies it creates must assume responsi- 
bility for the adoption and enforcement of measures that will not 
only assure the financial stability of the railroads, but will also 
enable the companies to acquire and maintain such credit as will 
enable them to secure from the investing public the funds re- 
quired for the adequate development of the country's railroad 
transportation system. Unless the private railroads under govern- 
ment regulation can thus secure capital from private investors, 
government ownership must necessarily follow. 

Broadly speaking, there are three tasks of major importance that 
must be accomplished to bring about the permanent solution of the 
railroad problem and to insure the success of government regula- 
tion of railroads. The existing railway systems, many in number, 
and of varying degrees of weakness and strength, must be brought 
together into an appropriate number of vigorous competing sys- 
tems; the corporations which control these large systems must 
owe their allegiance to the federal government and observe its re- 
quirements as to expenditures, capitalization and corporate prac- 
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tices; and laws must be enacted and enforced that will assure to 
the railroads adequate revenue, financial strength and harmonious 
relations with their employes and with the public. 

These tasks can not be accomplished unless Congress provides 
appropriate and effective machinery for giving effect to legislative 
policy. Railroad regulation is an executive problem. Its suceese 
depends upon the creation of an administrative agency with re- 
sponsibilities and powers commensurate with the magnitude of the 
work to be done and vested with that freedom of initiative and 
action that will cause it to organize and to function as an effective 
executive body. 

The plan of railroad legislation, that has been developed by the 
National Transportation Conference with the hope that the delib- 
erations and conclusions of the Conference may be helpful to Con- 
gress in its search for a permanent solution of the railroad ques- 
tion, calls for the establishment of an administrative agency of 
large powers and heavy responsibilities. The Conference does not 
favor placing those powers and responsibilities in the hands of a 
cabinet oflBcer. The members of the President's Cabinet hold office 
for a comparatively few years. They are inevitably selected in 
large part because of the prominent place they occupy in the ' 
counsels and activities of the political party in power. They are 
political appointees and their administration of the railroads 
would almost certainly be political. The adequate development 
and the technical efficiency of the railroads and other agencies of 
transportation are of such vital consequence to the people of the 
United States that it would be a public misfortune to allow 
political methods and party politics to control or even largely to 
influence the regulation of transportation agencies. 

The Transportation Conference has, moreover, after very care- 
ful consideration of the subject, reached the conclusion that it 
would be unwise to require the Interstate Commerce Commission 
to exercise the administrative functions that must be performed to 
insure the success of railroad regulations. As Mr. Harry A. 
Wheeler says in his Explanatory Statement regarding the Con- 
ference Plan of Eailroad Legislation: [Supra page 15.] 

"It is believed that the Interstate Commerce Commission ought 
not to be burdened by the addition to the tasks it now performs 
of a large number of administrative duties. Should the Commis- 
sion, as is contemplated, become the authority for the sole regula- 
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tion of all railroad rates, rules and regulations a£Eecting interstate 
commerce, its duties will necessarily be enlarged. To require the 
Commission to exercise the administrative functions contemplated 
in the proposed plan of remedial railroad legislation would be to 
the detriment of the public interest, because it would seriously in- 
terfere with the prompt action of the Commission as a body for 
the regulation of rates, the task for which it was especially created 
and for the performance of which it is peculiarly adapted." 

The Conference recommends that a Federal Transportation 
Board be established. It should be an executive board, of at least 
five members, and should be charged with the responsibility both 
of administering the act which Congress shall adopt for the regu- 
lation of railroads and of bringing about the coordinated devel- 
opment of a national system of rail, water and highway transpor- 
tation. The proposed Board should not be entrusted with the 
regulation of rates — that should be left with the Interstate Com- 
merce Commission; nor should the proposed Board be concerned 
with the construction of waterways and highways, which work 
should be done by appropriate agencies especially created by Con- 
gress. The following specific duties should be performed by the 
. Federal Transportation Board: 

1. The Board should determine and announce the grouping or 
consolidation of railroads deemed to be in the public interest. An 
opportunity and incentive should be given existing railroad com- 
panies to effect the desired consolidations upon their own initia- 
tive; but if the desired mergers are not thus accomplished by the 
railroads within a reasonable time, the Transportation Board 
should have the power to carry out the plans authorized by Con- 
gress for merging all railroads engaged in interstate commerce 
into a limited number of strong systems so located that each im- 
portant traffic district of the United States shall be served by 
more than one system. 

2. The Board should have the authority to require, if compul- 
sion is found to be necessary, the railroad companies, as a condi- 
tion precedent to the formation of consolidated railroad systems, to 
become federal corporations, either by the organization of new 
companies under federal charters or by changing from state to 
federal corporations in the manner suggested by the Transporta- 
tion Conference. 

3. The Transportation Board should be given authority to pass 
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upon the public necessity for the expenditure of capital (in excess 
of a Ininimum amount stipulated by statute) by all carriers by 
rail engaged in interstate commerce. This power should be so ex- 
ercised as to prevent unnecessary duplication of line or terminal 
railroad facilities and as gradually to bring about the unification 
of railroad terminal facilities and to accomplish that degree of 
coordination of rail, highway and water terminal facilities that 
may be found to be in the public interest. 

4. The Board should administer the general railroad contingent 
fund or funds which, as the Conference has pointed out, must be 
built up and maintained as a means of strengthening and stabiliz- 
ing railroad credit. The Conference does not favor a government 
guarantee of a fixed return upon the property of individual rail- 
road companies. Instead of the fixed guarantee by the govern- 
ment, the Conference favors a statutory rule of rate making that 
will yield the railroads, as a whole, a fair return upon the value 
of their property devoted to the public service; and, in order that 
railroad credit may really be put upon a sound basis without im- 
posing unreasonably high rates upon the public, the Conference 
recommends that railroad be required to turn over the larger part 
of their excess profits into contingent funds which shall act as 
financial shock absorbers. These funds should be administered by 
the Federal Transportation Board; and, of the many duties to be 
performed by the Board, none will be of greater immediate value 
both to the carriers and to the public. 

5. The Transportation Board should act as a referee in cases of 
disa^eement resulting in a deadlock of any of the boards which 
it is proposed by the Transportation Conference shall be entrusted 
with the adjustment of wages, hours of employment and other 
conditions of the service of railroad employes. It is the hope of 
the Transportation Conference that the disputes between the rail- 
road companies and their employes, which have in the past on 
more than one occasion threatened to paralyze the industries of 
the country, may be avoided in the future by continuing the 
method of adjusting wages, hours of labor and conditions of service 
that was adopted in 1917, and has been continued and developed 
by the Eailroad Administration. These boards which have to do 
with the adjustment of wages, hours of labor and conditions of 
service, are made up of equal numbers of representatives of the 
carriers and their employes. It is proposed that the Transporta- 
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tion Board act as referee in ease of a disagreement amounting to 
a deadlock in any of these boards. 

6. The Transportation Conference recommends that each of the 
corporations owning and operating the proposed consolidated rail- 
road systems shall organize with directorates of twelve members, 
"one of whom shall be a representative of the employes of the sys- 
tem, and nominated for that position by such employes, and three 
of whom shall be selected by the Federal Transportation Board to 
represent the principal interests involved in the territory served by 
such system." [The bill based on the Conference program provides 
for two representatives of employes and two of public interests.] 
The directors thus selected are to make regular and special reports 
to the Transportation Board in accordance with the rules laid down 
by that Board. 

7. The Transportation Board should be authorized and required 
to inquire into the practices of railroad management and to pro- 
pose measures for preventing abuses therein. Because of the in- 
completeness of past regulation of railroads, the financial and 
other practices of those irresponsible and unscrupulous men who 
unfortunately are to be found in limited number in practically 
every line of business, have brought ruin upon some American 
railroad systems and have injured the security of all railroad com- 
panies in the mind of the investing public. It should be the aim 
of the Transportation Board to promote the legal and moral re- 
sponsibility of railroad directorates and railroad executive officers 
with a view to protecting the funds that have been invested by the 
public and to make railroad securities safe and attractive invest- 
ments for the accumulating wealth of the nation. 

8. The plan adopted by the Transportation Conference pro- 
vides that "It shall be the general duty of the (Transportation) 
Board to promote the development of a national system of rail, 
water and highway transportation." The United States, as a re- 
sult of the initiative of its business men, has an excellent system 
of railroads. Highway development, although long neglected, is 
now proceeding rapidly and motor transportation is being organ- 
ized on a large scale. The country is supplied with numerous 
waterways capable of large trafBc uses when systematically de- 
veloped and properly coordinated with the railroads. What is now 
needed is a transportation board vested with the power, and 
charged with the duty, of bringing the railroads, the waterways 
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and the highways together into a national transportation system. 
The railroads and waterways must be connected at river, lake and 
ocean' terminals, through routes must be established, through rates 
provided, and opportunities afEorded shippers to dispatch their 
goods on through bills of lading by such a combination of rail, 
water and highway carriers as will be most efficient and economical. 
This integration of the different parts of the national transporta- 
tion system can be brought about only by creating some single 
agency with authority over the use of railroads, waterways and 
highways. 

In creating the Federal Transportation Board it will be desir- 
able to provide against conflict of jurisdiction between that Board, 
the Interstate Commerce Commission and the Shipping Board. It 
would not be desirable to create a board that will encroach upon 
the work now performed by the Interstate Commerce Commission 
or that will interfere with the activities of the United States Ship- 
ping Board. What is needed is a board that will supplement and 
coordinate the activities of the Interstate Commerce Commission, 
the Shipping Board and certain other agencies of the government. 
The mind of the Interstate Commerce Commission is now, and 
should continue to be, upon the regulation of railroad rates and 
the determination of the value of railroad property. The Shipping 
Board is temporarily devoting itself mainly to the construction of 
vessels, but when war conditions end it will seek to apply to the 
business of ocean transportation the general principles of regula- 
tion that have been applied to railroads with such modifications 
as are made necessary by the differences between ocean and rail 
transportation. 

The necessity for a Federal Transportation Board may be 
clearly indicated by a reference to the present regulation of ter- 
minal facilities and services. The Interstate Commerce Conamis- 
sion has certain authority over railroad terminals and the Ship- 
ping Board has limited powers over persons engaged in the per- 
formance of terminal services at ocean ports ; but neither body has 
adequate power at the terminals where water and rail carriers 
come together. There is no authority that can unify terminal 
operations, that can bring about the physical connection and the 
traffic articulation of rail and water carriers. 

There is no authority having the responsibility of formulating 
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plans for the systematic development of transportation facilities 
by rail and by water. We shall always have a disconnected and 
uneconomical system of transportation in the United States until 
we create a Board whose mind shall be upon the whole transpor- 
tation problem. 

The Board entrusted with the duties that have been briefly 
enumerated should be composed of men of the highest character 
and attainments. Their responsibilities will equal, if not exceed, 
those of the Federal Eeserve Board, whose creation at a critical 
period in the history of the United States has proven to have been 
of incalculable benefit. The proposed Transportation Board will 
have an opportunity to perform an even greater service. Its duty 

will be to guide and facilitate the development of a truly national 
system of transportation. 
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REGULATION OFXAPITAL EXPENDI- 
TURES AND SECURITY ISSUES 

Section 5. The Conference favors Federal regulation of the 
issuance of securities ly all railroads engaged in interstate com- 
merce. This regulation should be exclusive and should be exer- 
cised in the following manner: Such Federal agency as Congress 
may designate shall be authorized to pass upon the public necessity 
for expenditures of capital (in excess of a stipulated amount) by 
carriers engaged in interstate commerce and to determine the 
amount and to regulate the conditions of the issuance of securities 
to obtain the funds required to cover authorized capital expendi- 
tures; a railroad company applying to the Federal agency for 
authority to mahe capital expenditwes, or to issue securities, shall 
be required to file with the proper authorities of the States in 
which the railroad is located copies of the original petition; and 
the Federal agency shall be required to notify said State author- 
ities of the hearings upon the petition. 

There is a general sentiment in favor of the Federal regulation 
of thp issuance of railroad securities. Less than half the States 
now regulate the capital expenditures and security issues of rail- 
roads and even those States are unable to accomplish the purpose 
which their laws are intended to bring about. This was well illus- 
trated by the ability of those in control of the financial policy of 
the New York, New Haven and Hartford, a Connecticut corpora- 
tion, to increase the securities of that corporation ad libitum, 
although the States of Massachusetts and New York, in which the 
larger share of the company's property is invested, have thorough- 
going laws regarding the regulation of railroad securities. 

The carriers as well as the public would be benefited by the sub- 
stitution of the United States for the several States as the author- 
ity for the regulation of the issue of railroad securities. A few 
years ago, when the New York Central Eailroad Company was 
formed to take over the New York Central and Hudson Eiver Eail- 
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road and the Lake Shore and Michigan Southern, it was necessary 
to secure the approval of seven States for the issue of the secur- 
ities of the new company. To secure the approval of these States 
took a long time and was expensive. It should have been possible 
for the company to have gone to the Federal Government for action 
upon its proposed security issue. 

The general task to be performed in regulating the capital ex- 
penditures and the security issues of the railroads is three-fold : 

(a) It is necessary first to determine the public necessity for 
the proposed expenditure of capital. The Federal Board making 
this determination must pass upon the wisdom or unwisdom of 
proposed construction of new lines or terminals or other facilities. 
The authority which exercises this power will in reality determine 
the direction and scope of the future development of the Amer- 
ican railway transportation system. 

(b) When capital expenditures have been authorized and a cer- 
tificate of public convenience has been issued authorizing the con- 
struction of a proposed line or terminal, the Federal Board must 
decide what kinds and what amounts of securities may be issued 
and must fix the minimum prices at which the authorized securities 
may be offered to the public for sale. 

(c) As the authorized expenditures are spent in construction 
work, periodic reports from the railroad companies should be 
required by the Federal Board showing what uses are being made 
of the funds obtained from the sale of authorized issues of secur- 
ities. 

Great good can be accomplished by the effective and intelligent 
Federal regulation of capital expenditures and security issues of 
the railroads. The investing public will be protected against a 
repetition of that kind of "high finance" that has ruined several 
railroad systems that would otherwise be prosperous and financially 
sound. The shippers and other patrons of the railroads will be 
benefited by the elimination from the railroad business of irre- 
sponsible financiering by which certain railroads have been over- 
capitalized and have thereby been so weakened as to be imable to 
provide the public with adequate facilities and services. 

It is proposed by the National Transportation Conference that 
the regulation of the capital expenditures and security issues of the 
railroads shall be entrusted to the Federal Transportation Board 
rather than to the Interstate Commerce Commission. This task 
will be so large and will be so distinctively executive and financial 
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in character and purpose that the Conference decided the work 
should be undertaken by an administrative body rather than by a 
commission semi-judicial in functions and procedure. In discuss- 
ing this question at the fifth meeting of the National Transporta- 
tion Conference, the following argument was presented. 

It will be in the public interest to vest in the Federal Transpor- 
tation Board the power to pass upon capital expenditures and the 
issuance of securities ; and this results from two considerations : One 
is that the Federal Transportation Board's general duty is to bring 
about a co-ordinated development of our transportation systems. 
Development means capital expenditures, and co-ordination usu- 
ally requires capital expenditures. The body that has the author- 
ity to decide whether capital shall be expended and how the funds 
shall be raised will be the real authority to effect the co-ordination 
of terminal facilities and the co-ordinated development of railroads 
and of rail and water transportation. 

The other consideration is that the Interstate Commerce Com- 
mission by this plan is to be deprived of none of the functions which 
it now exercises. In addition to its present power, it is contem- 
plated that it will exercise in the future a much larger influence 
over rates than it has exercised in the past. The work of the 
Interstate Commerce Commission as contemplated in this plan 
seems to be quite as much as that body can successfully perform. 
This particular function of security regulation, when considered in 
connection with its necessary effect upon the co-ordinated develop- 
ment of transportation, is primarily an administrative function. 
It is not a function for which the Commission is especially well 
organized. It is not a task for a semi-judicial body, but rather for 
one that in purpose and organization is primarily executive. 

It was the thought of the Transportation Conference that the 
State Eailroad Commissions might be helpful to the Federal 
Transportation Board in regulating railroad capital expenditures 
and security issues. The plan of the Conference provides (in sec- 
tion 5 quoted above) that "a railroad company applying to the 
Federal agency for authority to make capital expenditures, or to 
issue securities, shall be required to file with the proper author- 
ities of the States in which the railroad is located copies of the 
original petition; and the Federal agency shall be required to 
notify said State authorities of the hearings upon the petition." 

The States have a vital interest in the action which the Federal 
Transportation Board might take regarding the issue of railroad 
securities. Federal authority will determine the character and 
scope of railroad development in the several States. By passing 
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upon the necessity or wisdom of expenditures for railroad ter- 
minals, the convenience and the economic development of cities 
wiU be in large measure influenced by the Federal Government. 
It is to be expected that this power of the Federal Government wiU 
be so exercised as to bring about gradually the unification and 
joint development of railroad terminals in all the larger cities. 

Such a policy would be in the public interest, but in carrying 
out the policy questions of great concern to the States and munici- 
palities will be decided by the Federal Transportation Board, 
should that be the authority vested with the responsibility of regu- 
lating the capital expenditures of the railroads. It is but just 
that the State commissions should be notified of petitions of the 
railroads for permission to make capital expenditures in order that 
the interests of the States and municipalities may be properly ex- 
plained to the Federal Transportation Board. The commissions 
can be helpful to the Transportation Board and probably would 
be requested by the Board to appear at hearings of the petitions 
of the railroads for authority to make capital expenditures. The 
statutory provision recommended by the Transportation Confer- 
ence would make a legal requirement of what would presumably be 
the practice of the Federal Transportation Board, even though 
there were no mandate of law. 



IX 



RE-ESTABLISHMENT OF 
RAILROAD CREDIT 

By PAUL M. WARBURG 



The National Transportation Conference, in approaching the 
subject of remedial railroad legislation, was guided by the funda- 
mental thought that transportation should pay its own "board"; 
t. e., that the yield of transportation rates, both freight and pas- 
senger, should be sufficient to pay for the transportation cost, in- 
cluding a reasonable return on the value of the railroad properties 
devoted to the public service. If by paying higher prices for all 
necessaries of life the consumer bore the cost of increased wages 
involved in the cost of production of these articles, there is no 
reason why, quite arbitrarily, in the case of freight charges the 
principle of cost should be abandoned. There appeared no reason 
why this cost of transportation, forming a fraction only of the 
total cost of things, should be furnished at a loss, to be made good 
by taxation levied indiscriminately from all instead of having the 
transportation paid for by those directly served. There is no 
reason why the man paying a high rent for dark and narrow quar- 
ters in crowded city tenements should pay the transportation for 
the commuter who lives in healthier and more commodious quar- 
ters and pays a lower rent. There would be no reason why a fairly 
self-sufficient farmer should pay taxes in order that the manufac- 
turer may receive coal or ores at a transportation charge below cost. 

The problem of raising through taxation the gigantic sums re- 
quired by the coimtry, for interest charges and other matters affect- 
ing the national welfare, is perplexing enough in itself, and I 
believe the Transportation Conference made no mistake in assuming 
that the public interest would best be served by not unnecessarily 
increasing the burden of taxation by arbitrarily adding to it defi- 
ciencies caused by transportation to be furnished below cost. 
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In the opinion of the Conference, it is the object of remedial 
legislation to establish conditions under which the carriers as groups 
are certain to receive a return sufficient to cover the cost of opera- 
tion, including a reasonable adequate return on the fair value of 
their properties; while, on the other hand, such legislation must 
safeguard the public's interests in assuring adequate service at 
charges which are not excessive. Transportation must be furnished 
at the lowest possible price, but under conditions generous enough 
to preserve a healthy spirit of competition and enterprise imperative 
for the further development of the country. 

The first question to be determined by the Conference was. What 
shall be considered a fair value of the railroads ? It is evident that a 
physical valuation, that is, reproduction value of the railroads, if 
taken as the sole standard, for many reasons, which it is unneces- 
sary to elaborate, would produce an entirely misleading and un- 
satisfactory result. As one of the experts stated to our Conference, 
"It isn't the cost of some tons of dirt dumped somewhere that con- 
stitutes the value of a railroad investment. It is the question of 
whether or not they were dumped intelligently and what they 
produced after they had been dumped." 

The Conference understands that it is the purpose of the Inter- 
state Commerce Commission in the near future to define what prin- 
ciples it will apply in establishing the value of a railroad as a whole. 
It is believed that such definition will provide that a consideration 
of the average earning power of a railroad, for a given period of 
years, should be given at least the same weight as the physical value 
of a railroad, and that the Commission's definition will take into 
account such other elements as may be proper in determining fair 
value, leaving room for adjustments in individual exceptional eases. 

The report of the Conference assumes that a definition on these 
lines will be given in the near future by the Interstate Commerce 
Commission, or that, failing that, a proper direction will be laid 
down in the law. 

For the purpose of discussing the final stage of the plan the 
Conference assumed that the value of the railroads will be satis- 
factorily determined imder due consideration of these various 
factors, and that a "final valuation" will have been established. 

The second question before the Conference then was. What shall 
constitute an adequate return on this "final valuation." 

It has been the consensus of opinion of members of the Con- 
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ference that if private capital is to enter freely upon the venture 
of further developing the railroads, and if railroad credit is to be 
re-established on a solid basis of genuine confidence, that 6 per cent, 
on the final valuation plus a modest share in earnings in excess ©f 
this percentage would constitute the niinimum required. The 
chances for profitable investments in other industries are so much 
more attractive that the offer of a lower return would be certain to 
defeat the very objects to be accomplished by remedial legislation. 

The plan, therefore, proposes that a statutory rule be enacted by 
Congress requiring that rates and fares to be established by public 
authority shall be designed to yield the railroads of each trafiBc 
section of the United States revenue sufficient to produce, after 
proper provision for renewals and depreciation, a net return 
available for interest and dividends of not less than 6 per cent, on 
the aggregate final valuations of the property of the railroads de- 
voted to the public service in each of the several sections. 

It is furthermore proposed that each railroad netting earnings in 
excess of 6 per cent, on its final valuation shall turn over one-half 
of such excess into a contingent fund of its own and the other half 
into a general contingent fund, until its own contingent fund 
amounts to 6 per cent, on the fair value of its property, after which 
(as long as this company contingent fund is maintained at 6 per 
cent.), two-thirds of the railroad company's earnings in excess of 6 
per cent, would go into the general contingent fund, while one- 
third would be retained by the railroad company for distribution 
amongst its stockholders or for such other lawful purposes as it may 
determine. 

The payments into the general contingent fund, it is proposed, 
shall be accumulated until it amounts to $750,000,000, and be 
maintained at that sum, and any excess shall be used when and as 
directed by the Transportation Board for the development of the 
railroad transportation system of the country, for the increase of 
transportation equipment and facilities, or for the pro-rata reduc- 
tion of the capital obligations and property investment accounts 
of the railroads; or if so ordered by Congress, the excess shall be 
turned over to the Treasury of the United States. 

In formulating this plan the Transportation Conference was 
guided by the thought that in order to attract capital for the future 
development of our transportation system it was neither desirable 
nor necessary to erect a structure of speculative investments, but 
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rather to lay so strong a foundation for railroad securities that they 
would prove attractive to the investor on account of their solidity 
rather than on account of their speculative possibilities. 

The plan does not propose to give railroad security holders much 
more than they get today; the increase in return necessary to bal- 
ance the very delicately poised scales, when measured in dollars, is 
comparatively insignificant. The benefits of the plan would result 
primarily from the better organic structure of the whole system 
and from the greater confidence that it would inspire. 

Through the contemplated consolidations the inequalities of dis- 
tribution of earnings and profits are removed and the rate-making 
problem is simplified, greater clarity and a definite assurance are 
provided as to what once and for all shall be the return to which 
as a matter of acknowledged right private capital shall be entitled; 
and, finally, the machinery of the contingent funds is designed to 
give such solid stability to railroad credit that private capital may 
be expected to be satisfied with the prospect of an assured though 
not over-generous return — but one that promises to be free from 
the vicissitudes and uncertainties of the past. 

The realization of the power of practically unrestricted regulation 
vested in the government naturally engendered the thought that pri- 
vate capital could not possibly be expected to venture freely into the 
field of railroading unless it were assured that this power of regu- 
lation could not be wielded in a manner to reduce the return beyond 
a reasonable limit. 

This consideration led to the demand, by some of the most 
prominent students of the question, for a guarantee of a minimum 
return to be granted by the very government that exercises the 
power of regulation and of determining the return. Serious fears 
are, however, entertained by others lest the granting of such a 
guarantee might lead to incompetence on the part of individual 
railroads, while on the other hand it is apprehended that the in- 
curring of a direct liability on the part of the government ulti- 
mately might lead to direct government operation, a result abhorred 
by the vast majority of the people. 

It appears to be the general desire of the country to see the 
government withdraw from active business as fast and as far as 
possible, and the Transportation Conference plan proceeds on this 
hypothesis. It avoids direct guarantees given to any individual 
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railroad. It recommends a rate-making structure producing no less 
than 6 per cent, upon the aggregate final valuation of all the rail- 
roads of a traffic section. It assures the railroads against failure 
on the part of the rate-making body to produce the minimum 6 per 
cent, yield to be prescribed by the statute; but it leaves the rail- 
roads free to compete within this assured statutory minimum return 
for a section. Conceivably one railroad might secure a return of 
Gy2 per cent, on its valuation, while the other might secure 5^^ per 
cent. It is left to the energy, ability and spirit of enterprise of 
each railroad to secure its maximum share of the aggregate assured 
for all. The statute would protect the carriers as a group, not as 
individual corporations, and this, it is believed, is one of the 
strongest features of the plan. 

We must contemplate the project, however, in its completed 
form, and this would show us in each section a small number of 
competing consolidated railroads; the weak sisters having been 
merged with some of the so-called strong companies. In these cir- 
cumstances a 6 per cent, rate structure for a traffic section is not 
likely to leave discrepancies between competing companies as 
marked as in the past. It would seem likely that most of the con- 
solidated railroads would come reasonably near earning their full 
share of the minimum. 

It should be borne in mind, however, that such minimum rea- 
sonable return is to be figured on the valuation, as finally to be 
determined by the Interstate Commerce Commission, and not on 
actually outstanding securities. In the case of conservatively 
managed and strong railroads the final valuation no doubt will in 
some cases produce a value in excess of the present capitalization; 
in others the final valuation may prove to be much lower than the 
capitalization — indeed, it may wipe out the entire stock and possibly 
some of the bonds. The latter companies, it is to be assumed, will 
be merged with the stronger companies by an exchange of securi- 
ties on a basis to be approved by the proposed Federal Transporta- 
tion Board, and presumably on a basis approximating the relation 
established by the valuations, or they might first adjust their capital 
and obligations by a process of reorganization. It is imperative that 
the mergers result in establishing consolidated companies whose 
stock will sell substantially above par, because any future plan of 
rehabilitating railroad credit under private ownership and private 
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operation will fail unless the plan establishes for the railroad stocks 
of the future values well above par and sufficiently attractive to 
enable the railroads to finance themselves through sales of their 
stocks on such scale as is necessary to preserve a proper proportion 
between their outstanding bonded indebtedness and capital stock. 
The strongest railroad would naturally furnish the best backbone 
for a new consolidated system. 

In hoping that the plan as proposed will furnish a foundation 
strong enough to sustain the future credit of the railroads, the 
Transportation Conference places great faith upon the effect to be 
produced by the two contingent funds. 

The company's own contingent fund to be maintained by each 
railroad is devised for the purpose of protecting the carriers against 
adverse circumstances unexpectedly affecting an individual company. 

The general contingent fund, on the other hand, which is to 
accumulate to an amount of $750,000,000, is designed to make good 
a deficiency arising in any year when the rates fixed by the Inter- 
state Commerce Commission do not produce a minimum return of 6 
per cent, on the aggregate final valuation of the railroads composing 
a traffic section. 

To illustrate, if the aggregate valuation of railroads of a section 
amounted to $7,000,000,000, and if the earnings available for dis- 
tribution for interest and dividends during any one year amounted 
to only 5 per cent., or $350,000,000, instead of the statutory mini- 
mum of 6 per cent., or $420,000,000, the deficiency of $70,000,000 
would be taken out of the general contingent fund and would be 
distributed amongst the railroads of the section on a pro-rata basis 
of their gross earnings — the underlying thought being that, if the 
rates had been fixed in accordance with the statutory rule, each 
railroad would have earned so much more on its gross business. A 
company having earned, including such contribution received from 
the general contingent fund, in excess of 6 per cent, on its valua- 
tion, would be permitted to retain one-third of the excess, the other 
two-thirds going back into the general contingent fund. Or in case 
it had not yet completed its own contingent fund, one-half of the 
excess over 6 per cent, would go into its own contingent fund and 
one-half into the general contingent fund, in the same manner 
as if these earnings had originally been made through rates aggre- 
gating the statutory minimum of $430,000,000. 
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The plan thus provides for two shock absorbers ; one against ad- 
verse circumstances affecting individual roads, and the other against 
miBcalculations on the part of the rate-fixing body, or against unex- 
pected emergencies bringing about such reduction in tonnage or 
such extraordinary conditions of operation as would render impos- 
sible a prompt readjustment through increases in rates. 

It ii of the greatest importance, however, that the investing public 
should feel reasonably assured against such eventualities. 

The weakness of the situation in the past was due to the fact that 
the Interstate Commerce Commission could neither know the true 
value of the railroad properties nor what constituted an adequate 
return, and thus was put in the predicament that if it granted 
adequate rates to weak roads it would be over-feeding the strong 
ones. It was not surprising that this lack of clarity with regard to 
the rate-making basis had a very unfavorable effect on the public 
mind. The shipper was ready to believe at all times that he was 
the victim of extortionate rates due to excessive capitalization and 
over-generous return to the railroads. The obscurity as to values 
and reasonable returns thereon stood in the way of the clear recog- 
nition of a just course, and, in the long run, created a hostile 
attitude toward the railroads which resulted disastrously to rail- 
road credit. 

Under the plan recommended the rate-making body would not 
need to fear that adequate rates would place the strong roads in a 
condition of excessive or unjustifiable affluence. When once the 
valuations are definitely determined there cannot be any reasonable 
objection to industrial enterprises earning a minimum of 6 per cent, 
and a third of moderate earnings in excess of that limit. That 
is less than would be required to satisfy any other industrial venture. 
The rate-making body could thus act with greater independence, 
knowing that two-thirds of the excess would go into a general con- 
tingent fund, designed to protect the general situation. The Inter- 
state Commerce Commission, moreover, would soon realize that the 
general contingent fund would prove an invaluable protection for 
the rate-making body itself, and that it would be wisdom on their 
part to build it up as promptly as possible. 

When once the contingent fund reaches the amount of $750,- 
000,000 (which, on the basis of the tabulations made for the Trans- 
portation Conference, may be assumed to take place in less than 
fifteen years) it is proposed that contributions to the fund bringing 
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its total above that limit could be used either for providing addi- 
tional transportation facilities for the benefit of the country (be 
they equipment or permanent improvements) or for amortizing the 
cost of the railroads. The latter process could be carried out by a 
pro-rata purchase of obligations of the various railroads and by a 
corresponding reduction in their property investment accounts. To 
the extent that in this manner the property investment accounts 
would be written down, transportation charges would be correspond- 
ingly decreased. Liberal earnings would thus strengthen railroad 
credit and at the same time redound to the advantage of the whole 
country. 

While the contingent funds when completed will thus render an 
invaluable service in safeguarding railroad credit, the plan would 
show a fatal weakness in that it would not provide against the 
emergency of the most critical years, being those immediately ahead 
of us. During that period the contingent funds would as yet be 
practically non-existent. For this reason the Transportation Con- 
ference, very reluctantly, has reached the conclusion that it is im- 
perative to recommend to Congress the establishment of a railroad 
reserve fund of $500,000,000, to be placed in the hands of the 
Transportation Board. From this fund it is contemplated such 
sums are to be advanced to the general contingent fund as may be 
necessary to make up deficiencies in case rates fixed by the Inter- 
state Commerce Commission fail to produce in any one year, during 
the first ten years after the enactment of the proposed legislation, 
the statutory minimum yield of 6 per cent, on the aggregate valua- 
tions of a trafBc section and in ease the funds in the general con- 
tingent fund are insufficient to make up the shortage. Such pay- 
ments from the Federal reserve fund would, however, be treated as 
advances only ; they would be paid back with interest from railroad 
contributions as soon as the general contingent fund had accumu- 
lated and remained at an amount of $500,000,000. It is obvious that 
without such Federal reserve fund railroad credit could not be re- 
established to a degree sufficient to permit a generous development 
of the railroads as required in the best interest of the country. 

It is very important to bear in mind that this fund may be 
drawn upon only in case rates determined by the Interstate Com- 
merce Commission should not yield the statutory minimum of 6 
per cent, return for a traffic section, and that it is, therefore, entirely 
within the power of the Commission, unless some unforeseen events 
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occur, to protect the situation and to avoid the necessity of pay- 
ments from this reserve fund into the general contingent fund. 
But even if such payments should be made, they would be certain 
to be repaid, because the plan provides that when the railroad con- 
solidations are completed a minimum of 5 per cent, of the annual 
net earnings of all the railroads (that is, on the contemplated basis 
of annual net earnings of approximately one billion dollars, 
$50,000,000 per year) shall be paid into the general contingent 
fund in any year when the carriers receive the statutory minimum 
of 6 per cent. There cannot, therefore, be any doubt as to advances 
being repaid in the end. For the period of transition, however, this 
Federal reserve fund would form the keystone, without which the 
main strength and benefits of the plan would be lost. 

An appropriation of $500,000,000, even in the form of an abso- 
lutely safe loan to be repaid to the United States with interest, is 
not likely, at first blush, to meet with a very cordial reception on 
the part of Congress. But it would appear an almost paltry com- 
mitment as against the amounts involved in present guarantees and 
advances. And if through the plan here proposed the present per- 
plexities could permanently be solved, it would appear anything but 
an excessive demand. Indeed, it may be doubted whether the 
amount of $500,000,000 may really be sufficient. May we ask, 
therefore, that your Committee give this feature of our plan their 
most earnest consideration? 

Perhaps I should say a further word of explanation concerning 
the stipulation of compulsory contributions pro-rata to net earnings 
on the part of all railroads to the general contingent fund. This 
proviso is contemplated to go into effect only after the mergers 
approved by the Transportation Board are completed. The under- 
lying thought is that as long as there are weak and strong roads the 
contributions into the fund may be expected to be forthcoming 
from the excess earnings of the strong roads. When once the 
mergers are completed and the weak roads are absorbed by the 
strong roads, there will be a greater equalization of earnings and, 
conceivably at least, if all consolidated railroads earn their 6 per 
cent, (and the rate-making body fixes rates providing no more than 
the statutory minimum) there would not be any excess earnings 
from which contributions into the general contingent fund could 
be made. 
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It is thought that when that time comes it would not be any hard- 
ship for these large consolidated companies to pay into the general 
contingent fund their pro-rata share (to the extent that excess earn- 
ings have not provided it) so as to make the total contribution into 
the fund 5 per cent, of the aggregate net earnings of a section, i. e., 
at present approximately $50,000,000 per annum. 

Under the Conference plan the total increase which would go to 
the railroads by the adoption of a 6 per cent rate-making basis is 
figured to amount to about $137,000,000, and of this it has been 
calculated that about $51,000,000 would go into the contingent 
fund from excess earnings of the railroads as at present consti- 
tuted, so that the total increase retained by the railroads would 
only amount to approximately $86,000,000 per annum, on the basis 
of the present standard return. 

The Transportation Conference has not left unconsidered the 
puzzling question of whether or not in the long run a return of 6 
per cent, on the fiinal valuation might prove to be too high or too low. 

It has been suggested that it would be a mistake for Congress to 
determine a fixed basis of return and that it should be left flexible. 
Were the question left open, it is to be feared, however, that the 
uncertainty of the past might continue to prevail and credit might 
not be re-established. A definite assurance seems to be necessary 
so that the stockholder and the bondholder will know for a certainty 
what their position will be in the future. It has been suggested 
that the law might contain a provision whereby within given periods 
of, let us say, ten or fifteen years, upon the certification of the 
Federal Eeserve Board as to the relative changes of values of secur- 
ities and of money, a revision might be made by the Transportation 
Board of what should constitute an adequate return; the decisive 
element being that no adjustments should be made which would 
bring the average of then existing railroad stock so nearly down to 
par that financing through further issue of stocks would thereby 
become jeopardized. 

While it is possible to insert a clause of this nature, and while 
much is to be said in its favor, it was the feeling of the Conference 
that a provision of this character would be very difficult to formu- 
late and might add to the complexity of the problem; that credit 
would be more solidly established by providing a definite basis of 
rate making, leaving it to the future, in case of need, to take care 
of itself. It was thought that any fear that the arrangement might 
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turn out to be too favorable for the railroads might be disregarded, 
inasmuch as after all it was within the power of the Interstate Com- 
merce Commission ultimately to keep the return pretty close to 
6 per cent, on the actual value of the properties less the 5 per cent, 
going into the general contingent fund, i. e., a net return of 5.70 
per cent. If, on the other hand, the return should prove too mod- 
erate to attract new capital, the Interstate Commerce Commission 
could meet the situation by greater liberality in rate making, or 
Congress might step in and make the necessary adjustment. 

I may state that upon further consideration of the question of 
the minimum rate of return, those members of the Conference with 
whom I have been able to consult since the adjournment of the Con- 
ference have thought that it might be wise to provide for a readjust- 
ment of the minimum return after a definite period of time has 
elapsed. The members of the Conference with whom I have con- 
sulted are agreed that it is necessary to provide liberally for the 
re-establishing railroad credit as a prerequisite to the successful 
resumption of private operation. 

While we believe that railroad credit can not be re-established 
and stabilized without assuring railroad property as a whole a 
definite annual return on a fair value of the property devoted to 
the public service, we also realize that conditions at the present time 
are so abnormal as to make it impossible to state what rate of return 
will be adequate and equitable for all time to come. If the value 
of money should again increase, a rate of return that today might 
seem fair to the investor might appear to the country as exorbitant 
twenty years hence, and conversely, if the value of money should 
further decline, what may now seem ample to the investor may 
prove in the future to be inadequate. 

In view of these facts it might be wise to authorize the Transpor- 
tation Board, after consultation with the Federal Eeserve Board, 
to consider the rate of return, after ten years shall have elapsed, 
and then to determine what under the conditions existing at that 
time constitutes a fair and adequate return upon railroad property 
as a whole, the action of the Transportation Board being, of course, 
subject to review by the courts. It is thought that in the long 
run this plan of periodical revision of the rate of return mighl 
afford greater protection both to railroad owners and to the public, 
while also assuring for the ensuing ten years a definite basis that 
is not to be disturbed. The investor would feel reassured because 
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of the knowledge that any readjustment that might be made in the 
rate of return would be determined by non-partisan bodies without 
the disturbance bound to result if the question were from time to 
time made the subject of political discussion. 

It was also discussed whether any future saving in interest on 
the funded debt should redound to the advantage of the country 
at large or the owners of the railroads. In other words, if owing 
to the better credit of the railroads they should be able to place 
their new bonded indebtedness, or to refinance maturing obligations 
on a lower interest basis than 6 per cent., should the benefit of such 
saving accrue to the stockholder? 

While if such a course were desired the statutory rate could be so 
fixed as to yield 6 per cent, on the aggregate final valuation of the 
railroad properties less their funded and floating debts, and the 
net yield available for the railroads in that case would have to 
provide only for the dividends and not for the interest charges, such 
change seemed unwise to the Conference for the following reasons: 

According to the statement of the Interstate Commerce Com- 
mission for the year 1916, the interest paid (leaving aside amortiza- 
tion or discount written ofE and charged to profit and loss account) 
was about $474,000,000 on about $11,000,000,000 of outstanding 
funded debt, that is at the rate of approximately 4.30 per cent., 
and on this present basis the amount available for dividends 
amounted to only $342,000,000 on outstanding stock of $8,250,- 
000,000, or less than 41/4 per cent, on the amount outstanding and 
approximately 6^^ per cent, on the dividend-paying stocks, which 
amount to about 60 per cent, of all the outstanding stock, according 
to the statement of the Interstate Commerce Commission. 

These results were secured in a year when the return on the total 
railroad property investment account was 5.90 per cent., the highest 
on record, which almost equals the proposed future statutory rate- 
making basis of 6 per cent., and is in excess of this return, if we 
take into account the contribution to the general contingent fund, 
which would reduce the 6 per cent, return to 5.70 per cent. net. 

Under present conditions it is doubtful whether a substantial 
number of railroads could sell large amounts of bonds on an interest 
basis netting less than 6 per cent.; many, indeed, have recently 
financed on a very much higher basis. It is to be assumed that, if 
ever, it will take many years before maturing railroad bonds could 
be renewed on a basis better than the present average charge of 4.30 



73 
per cent. In other words, as bonds mature and as more bonds are 
issued, the position of the stockholder is likely to depreciate rather 
than improve. Inasmuch, however, as the present condition of earn- 
ings and values of stocks and bonds is such as to have brought rail- 
road development to a standstill, it is clear that it would be fatal 
to cut down the very limited opportunities that have been preserved 
for the stockholder under the present plan. It is felt that it is the 
minimum below which no attempt should be made to cut his chances. 
Indeed, the plan may already have gone too far in this respect. As 
has been stated before, if stocks of the consolidated railways do not 
sell above par railroad development will come to a stop. And hope 
for success in present circumstances is predicated upon the thought 
that in each section there will be found some companies the 
final valuations of which will exceed their capitalization, so that 
the percentage return on their outstanding stock may be in excess 
of the percentage return on the valuation. Against stocks and 
bonds of such companies the securities of the weak sisters would 
be exchanged on the basis of their respective valuations, and strength 
accumulated in the past will thus be used to benefit and protect the 
future. 

The alternative would be a direct government guarantee of rail- 
road securities, which, if extended over $18,000,000,000 of stocks 
and bonds, would tend most dangerously to depreciate our govern- 
ment credit. It is doubted whether under present circumstances a 
5 per cent, government bond offered on so large a scale would sell at 
better than par, particularly if it were subject to full taxation and 
if every year — ^for additions, betterments and improvements — an 
additional amount approximating $1,000,000,000 were issued. 

The government could not today refund the outstanding obliga- 
tions of the railroads without paying a substantially higher interest 
charge than the carriers pay today on the outstanding debt. If the 
government guaranteed a certain minimum return on the stock of 
the new Federal corporations of, let us say, 4% per cent., the rate- 
making body would have to provide an adequate margin above that 
in order to preserve the incentive of competition, and so as to safe- 
guard the liability incurred by the government. In other words, if 
the government guaranteed 4% per cent, the Interstate Commerce 
Commission would have to try to establish rates providing 6 per 
cent, in order to protect the government against all hazards. The 
saving to the country would, therefore, be unimportant, while the 
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loss in the government's credit would make itself felt all along the 
line. 

It is barely possible that if consolidations should not materialize 
on the basis of voluntary action on the part of the railroads in- 
volved, it may prove necessary to have the Transportation Board 
itself organize new holding companies, with power to acquire by 
condemnation proceedings the railroads to be merged into a consoli- 
dated concern, and that in order to make these mergers possible 
such new Federal holding company would have to issue a stock 
endowed with a government guarantee. Let us hope, however, that 
such eventuality may be avoided. 

The plan of the Transportation Conference has the distinct ad- 
vantage that within a reasonable number of years it will free the 
government from any financial liability and will take it out of 
actual business, while on the other hand plans contemplating indi- 
vidual railroad guarantees are considered by many as likely to lead 
the government into direct and permanent railroad operation. 

The Interval Duking Which Consolidations aee Being 

Effected and the Interstate Commerce Commission 

IS Completing Valuations 

It is obvious that ample time must be given to devise and perfect 
the contemplated consolidations and that a modus vivendi must be 
found for the operation of the railroads during the interval. As 
the Federal Eeserve Act provided for an Organization Committee 
which was charged with the duty to divide the country into no less 
than eight and no more than twelve districts, so our plan provides 
for a Transportation Board that shall approve or determine the 
number of consolidated systems and their groupings. 

It shall give the railroads an opportunity, and all possible as- 
sistance, to carry them into effect. If the mergers cannot be per- 
fected by voluntary agreement, the Board, after five years, shall 
have power to complete them by compulsory proceedings. The 
Board shall also have power to sustain railroad credit pending this 
period of consolidation. 

But how are rates to be fixed and profits to be divided during the 
interval when valuations are not yet completed and not available 
to serve as a basis for rate making and division of excess earnings? 
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It is conceded that any basis during this period will have to be some- 
what arbitrary and cannot be entirely satisfactory. But the report 
appears to have established a method as fair and equitable to all as 
possible in the circumstances. As a general basis for rate making it is 
proposed to use the aggregate property investment accounts of the 
railroads of each traffic section, as at present carried by the Inter- 
state Commerce Commission. While it is admitted that these 
property accounts, taken individually, in some cases are too high 
and in others too low, it is generally assumed that considered as a 
unit they may be accepted as furnishing a fairly accurate basis to 
be used as a temporary yard-stick. 

When dealing with individual roads, however, the often highly 
arbitrary investment account cannot be safely accepted as a basis 
for determining excess profits. The report, therefore, recommends 
that for the purpose of ascertaining excess income the valuation of 
any individual railroad system, pending the completion of the final 
valuation, shall be that proportion of the aggregate property invest- 
ment accounts of all the railroads of the traffic section in which it is 
located which its average annual railway operating income (com- 
puted for the period and in the manner prescribed by the Federal 
Control Act of March 21, 1918) bears to the aggregate annual rail- 
way operating income of all the railroads of such traffic section, 
computed in the same manner. 

In other words (taking entirely arbitrary figures for the purpose 
of an illustration) if the aggregate property investment accounts 
of all Eastern railroads amounted to approximately $7,000,000,000 
and their total net railway operating income during the test period 
amounted to $350,000,000, if a railroad company's net operating 
income (standard return) in that period was $35,000,000, or 10 per 
cent, of the total income, then, subject to the adjustment provided 
in the plan, its earning valuation would be 10 per cent, of 
$7,000,000,000, that is, $700,000,000, and the railroad company 
would divide excess earnings above 6 per cent, on that amount, i. e., 
above $42,000,000. Discretionary power would be vested in the 
Transportation Board to make adjustments in particular cases in- 
volving undue hardships. It is furthermore provided, first: that 
if the use of the above-stated method shall produce a valuation of 
any particular railway system greater than the amount of its 
property investment account for the three year period ending June 
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30, 1917, the amount of such property investment accounts shall be 
used instead of the valuation derived by the formula; second, that 
the use of the formula shall not operate to reduce the railway 
operating income of any particular railroad system below its annual 
average railroad operating income,* as computed under the Federal 
Control Act of March 21, 1918; third, that to such valuation as 
shall be derived for any railroad system, in the manner above stated, 
there shall be added all increases of property investment made by 
such system after June 30, 1917. 

It has been figured if the law as proposed went into effect, that 
on a basis of one-third to the railroads and two-thirds to the general 
fund (after the individual contingent fund had been filled) the 
result would be approximately as follows (in million dollars) : 

Betalned by 

Increase to After Turning Turned 

Present 6% on Aggre- Over Two- Increase Into 

Standard gate Investment thirds to Gen. to General 

Section Beturn Accounts Increase Ctg. Fund Railroads Ctg. Fund 

Eastern 354 408 54 390 36 18 

Southern 139 156 17 149 10 7 

Western 403 468 66 442 40 26 



895 1,032 137 981 86 51 

To these figures there would have to be added the return of 6 per 
cent, on additional investments (since June, 1917) not compensated 
for by the present standard return, and such adjustments as the 
Transportation Board would make. 

In this manner a capitalization of earnings has been substituted 
for the highly arbitrary basis of individual property investment 
accounts. The only use of that account is made in this plan by 
providing that where the temporary earning valuation is higher than 
the existing property investment account, that account is to be 
used as the basis for determining excess income. 

It is believed that the provisions of the plan proposed by the 
Transportation Conference will afford railroads during the ensuing 
years of the interval a sufficient strengthening of their credit to 
enable most of them to carry on their financial and physical opera- 
tions until the mergers are completed. 

•This proviso appeared as more than equitable in view of the fact that the 
railroad had demonstrated its ability to make these earnings upon a basis of 
rates which have stood the various tests and were admittedly not too high, and 
In some Instances have been decreed to be too low. 
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Where immediate, financial assistance by the government is re- 
quired the report recommends that provision be made to enable the 
Transportation Board, directly or indirectly, through the War 
Finance Corporation, to extend temporary support to particular 
systems. 

I cannot help feeling that in the public mind a mistaken em- 
phasis generally is being placed both upon the effect of cost of 
transportation upon the cost of living, and also upon the part played 
by the cost of capital as a factor contributing to the cost of trans- 
portation. 

If, quite arbitrarily, we assume that the cost of things produced 
per year in the United States amounted to something like $60,000,- 
000,000 or $70,000,000,000, the total cost of transportation would 
amount to only 5 per cent, of the cost of all things produced. An 
increase of 30 per cent, in the cost of transportation would, there- 
fore, represent an item of no more than approximately 1 per cent, 
of the cost of things in general, even though in the case of certain 
articles transportation constitutes a much larger share of the cost 
of production. I cannot follow the theory propownded by some 
that the cost of living would be raised to an extent equaling four 
times the amount directly involved in the increased cost of trans- 
portation. If the price of coal rises due to increased wages both 
in mining and transporting, why should one increase in wages have 
a different effect than the other ? 

It would be well for us, however, to bear in mind that in a period 
during which the index prices for commodities show an increase of 
200 per cent., the rates charged for the transportation of passengers, 
according to recent statements, increased only 40 per cent, and of 
freight only 20 per cent., or, as it has been cogently expressed, "a 
ton of any given commodity will at present purchase more transpor- 
tation than it could at any previous time." 

Finally, when we remember that the annual increase in return 
contemplated in our plan equals about one-tenth of the increase in 
wages authorized by the railroads since the beginning of the war, 
we cannot escape the conclusion that the adequate return to be 
allowed to the investor plays only a comparatively unimportant part 
in the whole situation. 

May I venture to remind you, moreover, that it would be a mis- 
fortune if remedial legislation were passed which did not go to 
the root of the evil — ^legislation of a palliative character, or that 
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was but temporary patchwork, and would leave unsolved a question 
certain to grow increasingly difficult. 

Twelve years ago a situation similar to the present railroad prob- 
lem existed with respect to banking reform. After the panic of 
1907 there were numberless suggestions for monetary reform con- 
templating nothing but the patching up of the situation by new 
sorts of note issues against government bonds or asset currency or 
clearing house certificates. Successful financial reform, the bless- 
ings of which the country has enjoyed during these critical times 
of war and stress, could only be accomplished after it was clearly 
recognized that the remedy needed was one that would reach the 
root of the evil, and not deal merely with its symptoms. It is sin- 
cerely to be hoped that the measures of reform to be applied by 
Congress in dealing with railroad reform will be as thorough and 
as courageous as was the legislation with respect to banking. We 
may then hope for as signal a success in the momentous task before 
us at this juncture. 



X 



THE NATIONAL TRANSPORTATION CONFER- 
ENCE'S PROPOSED RULE OF 
RATE MAKING 

By W. W. SALMON 

The National Transportation Conference, having declared itself 
favorable to private ownership and operation of the railroads, con- 
solidated into strong competitive systems, subject to federal juris- 
diction and to federal regulation of their rates and security issues, 
was immediately face to face with the perplexing problem of what 
can he done, what new element of policy be found and adopted that 
will so strengthen and sustain their credit as to enable them to secure 
from private investors the moneys without which it will be impos- 
sible for them to realize the above stated program and thus to satisfy 
the transportation needs of the country. 

It was felt that amongst the things essential to restoration and 
maintenance of railway credit, two of the most important are, first, 
an authoritative governmental declaration as to what shall be deemed 
a reasonable minimum rate of net earning upon the aggregate 
value of railroad properties devoted to public service and, second, a 
recognition and assumption by the government, — which regulates 
the rates and, in large degree, determines the expenditures of the 
railroads, — of its obligation in fixing rates to so fix them that they 
shall produce revenues adequate to yield the declared reasonable 
minimum rate of net earning upon the aggregate value of the rail- 
road properties devoted to public service. 

In discussing what might be regarded as a reasonable minimum, 
attention was strongly directed to the facts that in the three years 
ended June 30, 1917 (hereafter referred to as the Test Period), the 
aggregate net earnings from operations of all of the Class 1 Eail- 
roads of the United States were approximately 895 millions of dol- 
lars, or approximately 5.3% upon their aggregate property invest- 
ment accounts amounting to 17,192 millions of dollars; that during 
this period of relatively good average earning, the railroads were un- 
able to secure needed funds on such terms as would warrant the 
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emission of their securities for equipment, improvements and exten- 
sions required in the public interest, — ^though industrials were at the 
same time able to sell their securities on favorable terms, by which it 
is meant that the funds procured from the sale of such securities 
would earn, in industry, a profit over and above the interest charges 
thereon. The Conference discussion developed the fact that, in its 
opinion, the net earnings from railroad operation during the Test 
Period were insufSeient to attract the capital that must be had if the 
Eailroads are to be organized and equipped to adequately serve the 
needs of the country and that they would continue insufficient unless 
increased in an amount at least equaling the difference between 
5.2% and 6% on the aggregate property investment accounts. 

Out of these and other important considerations grew the follow- 
ing recommendation of the Conference :- 

"Section 9. — The Conference recommends that a statutory rule 
be enacted by Congress requiring that railroad rates and fares, to be 
established by public authority, shall be designed to yield the rail- 
road companies in each traffic section of the United States (as shall 
be designated by Federal authority) aggregate revenue sufficient to 
produce, after proper provision has been made for renewals and de- 
preciation a net return (which shall be available for interest and 
dividends) of not less than six (6) per cent, per annum upon the 
aggregate fair value of the property of the railroads devoted to the 
public service in each of the several sections. The items of 'renewal 
and depreciation' shall also include unproductive improvements not 
properly chargeable to investment account and against which no 
capital or capital obligations shall be issued." 

It should be carefully noted that the Conference does not recom- 
mend that the rates and fares to be authorized shall yield six (6) 
per cent, upon the value of the property of each railroad or of any 
particular railroad. 

It is the view of the Conference that while the Railroads as a 
whole must earn from operations an average aggregate annual net 
return of not less than six (6) per cent, upon the aggregate fair 
values of their properties devoted to the public service, if they are 
to be able to command the capital required for their needed develop- 
ment, there wiU doubtless be in the future, as now, substantial differ- 
ences between the rates of net return of the several railroads. 
Therefore, in this recommendation the railroads of the country are 
referred to in the aggregate in each of the traffic sections designated 
by Federal authority and it is the belief of the Conference that in 



81 
tMs, as in its further recommendations, nothing will be found that 
will cause lessening of zeal on the part of any railroad of&cer or 
employee to so conduct the affairs entrusted to him that his railroad 
may properly earn the greatest possible share of the aggregate net 
return of the group of railroads of which his is a part, for the Con- 
ference recognizes that any rule which has such an effect inevitably 
decreases the efficiency and increases the cost of service to the public. 
The Conference discussed at length the elements that should 
properly be considered in arriving at a determination of the fair 
value of railroad property and, recognizing that a considerable time 
must of necessity elapse before such value can be ascertained for all 
of the railroads of the country, sought to find a basis of valuation 
which, pending an authoritative, permanent fair valuation, may 
serve as a fairly satisfactory temporary basis in establishing rates. 
It reached the conclusion that while doubtless the fair value of the 
property of certain railroads will be found to be much less than the 
amount shown by their property investment accounts, the reverse 
will be found to be true of many other large systems which in the 
past charged to operating expense large sums which, under the 
existing accounting rules prescribed by the Interstate Commerce 
Commission, would have been charged and are properly chargeable 
to Capital Account. It is the belief of the Conference, based upon 
a comparison of the book valuation of our railroads as a whole, with 
that of the railroads of other countries, where labor was much 
cheaper, that it will be found when the Federal valuations are com- 
pleted that the aggregate property investment accounts of all the 
railroads of the United States and in each of the existing traffic dis- 
tricts or sections amount to less rather than more than the Federal 
valuations will show. The Conference therefore adopted the follow- 
ing resolution :- 

Section 10 (in part). — "The net return to be obtained by the 
railroads as a result of the enforcement of a statutory rule of rate 
making shall be based upon a fair value of the railroad property 
devoted to the public service, as ascertained by the Interstate Com- 
merce Commission, such valuation to include a consideration of 
physical property, earning power, and such other elements as may be 
proper in determining fair value. 

"Until such valuation shall have been determined, the valuation 
to be adopted for the railroads in the United States as a whole, and 
by traffic sections, shall, for the purpose of making the rates that 
yield the aggregate net return to be provided by statute, be their 
aggregate property investment accounts." 
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It is the belief of the Conference that while a great majority of 
the people of the United States should and will approve of a rule of 
rate making designed, in their interest, to yield a minimum aggre- 
gate net return adequate to attract private capital in quantities suffi- 
cient to enable the railroads of the country to economically furnish 
the facilities required to meet the needs of our great and constantlj 
increasing commerce, there should and would be a vigorous protest 
against any rule, the effect of which is deemed likely to unduly 
increase the earnings of railroads whose earnings in the past are 
quite generally believed to have been ample. The Conference there- 
fore considered most carefully what could be done to satisfy this 
most natural and reasonable view, it being quite certain that if the 
average net return of all of the railroads of the United States should, 
in consequence of the proposed rule of rate making, increase from 
the 5.2 per cent, of the Test Period to six per cent, per annum on 
their aggregate property investment accounts, certain railroads, 
whose earnings in the Test Period were greatly in excess of 6 per 
cent., would have a substantial increase over their earnings in the 
Test Period and that, so far as they alone are concerned, neither 
the Conference nor the country at large would deem it necessary to 
fix rates designed to obtain a greater yield than that of the Test 
Period. 

With this in mind the Conference sought to find an equitable 
basis for determination of what might properly be regarded as excess 
income from railroad operations under the proposed rule of rate 
making and what disposition might be made of such excess income 
which would be just and useful and would not tend to discourage 
initiative and efficiency or operate to encourage or reward incom- 
petent or inefficient management. 

The Conference is of the opinion that all income in excess of six 
per cent, per annum upon the fair value of the railroad property 
devoted to the public service, ascertained as set forth in above 
quoted extract from Section 10 of the Conference resolutions, should 
be regarded as "excess income ;" but, in order to provide a temporary 
basis for determining what shall be held to constitute "excess 
income" until the completion of the Federal valuation, the Confer- 
ence adopted the following : 

Section 10 (in part) . — "For the purpose of ascertaining excess 
income, the valuation of any individual railroad system, pending tiie 
completion of the said Federal valuation, upon which it shall be 
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entitled to retain 6 per cent, per annum, shall be that proportion of 
the aggregate property investment accounts of all the railroads of 
the traffic section in which it is located, which its average annual 
railway operating income (computed for the period and in the 
manner prescribed by the Federal Control Act of March 21, 1918) 
bears to the aggregate annual railway operating income of all the 
railroads of such traffic section, computed in the same manner; 
provided, first, that if the use of the above stated formula shall pro- 
duce a valuation of any particular railroad system, greater than the 
amount of its average property investment account for the three 
year period ending June 30, 1917, the amount of such property in- 
vestment account shall be used instead of the valuation derived by 
the formula; and provided, second, that nothing herein contained 
shall operate to reduce the railway operating income which any par- 
ticular railroad system shall be permitted to retain below its annual 
average railway operating income, or compensation as computed or 
allowed to it under the Federal Control Act of March 31, 1918. To 
such valuation as shall be derived for any railroad system in the 
manner above stated, there shall be added all increases of property 
investment made by such system after June 30, 1917. 

"The Federal Transportation Board shall be vested with the same 
power to make specific adjustments, in particular cases, as is con- 
ferred on the Director General of Eailroads under the Railroad Con- 
trol Act of March 31, 1918." 

It is an exceedingly simple matter to understand how excess in- 
come will be determined when the Federal valuation of the railroads 
shall have been completed since any and all earning over six per 
cent, on the ascertained valuation of any individual railroad system 
will constitute excess income. But the Conference formula and 
provisos, above quoted, for ascertaining excess income, pending com- 
pletion of the Federal valuation, are not equally simple and, for clar- 
ification, the following illustrations are cited from accompanying 
table No. 2 : 

The amount of the average aggregate property investment ac- 
counts of the 32 Class 1 Railroads of the Southern District for the 
three year peiriod ending June 30, 1917, was $3,589,615,640; the 
average aggregate railway operating income of all these railroads for 
the same period was $138,820,91S. For the same period the average 
railway operating income of the Tennessee Central was $163,753, 
equal to 0.11815 per cent, of the aggregate like income of all the 
railroads of the Southern District. Under the Conference formula, 
the temporary valuation of the Tennessee Central, for the purpose 
of ascertaining excess income, equals 0.11815 per cent, of $3,589,- 
615,640, or equals $3,058,341, instead of the $19,717,593 shown as 
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the average amount of its property investment accounts in the 
period named. All of its net railway operating income over six 
per cent, per annum on this $3,058,341 valuation, or over $183,500, 
would constitute excess income, unless in the Test Period its average 
annual railway operating income exceeded $183,500 and as such 
was not the case in the Test Period, any income in excess of $183,500 
would actually constitute excess iucome. 

Take from the same Table another and extremely different illus- 
tration, that of the Norfolk and Western. Its average net income 
from operations for the Test Period were $30,893,498, equal to 
15.05133 per cent, of the aggregate of such earnings for aU of the 
railroads of the Southern District during that period. Under the 
Conference Formula the temporary valuation derived for that road 
would be 15.05133 per cent, of the aggregate property investment 
accounts of all of the Eailroads of the District, or $389,771,475; 
but, under proviso 1, this derived valuation cannot be used, since 
it exceeds the amount of the average property investment account of 
the Eailroad, which was $364,793,196. On the other hand, six (6) 
per cent, upon this last named amount would be only $15,887,532, 
and as this is less than its average net railway operating income for 
the Test Period, amounting to $20,893,498, only income exceeding 
this latter amount will be regarded as excess income. 

The effect of proviso 2 is thus seen to be that whereas, pending the 
completion of the Federal valuation of railroad property, no net 
railway operating income not in excess of the average of the Test 
Period shall be regarded as excess income, all railway operating 
income in excess of such average is treated as excess income when 
earned by a railroad that earned six per cent, or more on its prop- 
erty investment account during the Test Period. The purpose of 
this provision is that no such railway, whose earnings during the 
Test Period were six per cent, or over, shall even temporarily un- 
duly profit from its increase of earning, growing out of the opera- 
tion of the proposed rule of rate making. 

Upon a careful review of the various plans suggested as to the 
disposition to be made of excess income, it was the opinion of the 
Conference that it should be used wholly or in major part to estab- 
lish and maintain certain Railroad Contingent Funds. It is obvious 
that no matter how honestly and ably the governmental rate fixing 
agency shall perform its task, there will inevitably be years when, for 
one or another uncontrollable cause, net railway operating income 
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will fall below the desired and requisite percentage. It was therefore 
deemed wise that out of its excess earnings each railroad should 
contribute a part to the establishment ,of its own Individual Eailroad 
Contingent Fund, upon which it may draw in any year when its 
net railway operating income shall fall below six (6) per cent, of the 
fair value of its property; and that it shall also contribute a part 
to a General Eailroad Contingent Fund which can be drawn upon 
only when the aggregate net operating income of all of the railroads 
of a traffic section falls below six (6) per cent, upon the aggregate 
property investment accounts of the railroads of that traffic section. 
In this way all earnings from railway operations are available for 
the maintenance of the credit of the railways. 

The Conference therefore passed the following resolutions : 

"Section 11. — All railroad companies engaged in interstate com- 
merce shall be required to observe the following regulations under 
the direction of the Federal Transportation Board : 

"(a) Whenever the net railway operating income of a railway 
company available for the payment of interest and dividends (after 
provision has been made for renewals, depreciation and unproductive 
improvements as defined in Section 9) shall exceed (6) per cent, 
upon the fair value of its property, or upon its temporary valuation 
as determined by Section 10 (the 'fair value of property' being 
used in this Section to include both temporary and permanent val- 
uation) one-half of the said excess railway operating income above 
six (6) per cent, shall be placed in a contingent fund of the company 
until such amount to six (6) per cent, of the fair value of the com- 
pany's property. The remaining half shall be turned over to a 
general railroad contingent fund as provided by Section 12^ 

"(b) A railroad company may draw upon its own contingent 
fund whenever, and to the extent that, its said annual railway oper- 
ating income shall fall below six (6) per cent, of the fair value of 
the property as determined by Section 10; but whenever the rail- 
road's contingent fimd is thus drawn upon, the fund shall be re- 
plenished from the company's share in subsequent excess earnings 
until the fund is restored to six (6) per cent, of the fair value of 
the company's property. 

"(c) When any individual railroad company earns an annual 
railway operating income of six (6) per cent, upon a fair value of 
its property and has established and is maintaining a contingent 
fund of its own, amounting to six (6) per cent, on the fair value of 
its property, the company shall turn over to a general railroad con- 
tingent fund, two-thirds of the company's railway operating income 
in excess of six (6) per cent., the remaining one-third of said excess 
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to be retained by the railroad company for distribution among its 
stockholders or for such other lawful purposes as it may determine. 

"Section 12.— There shall be established a general railroad con- 
tingent fund for the purpose of making good any deficiency in any 
year below six (6) per cent, upon the aggregate fair value of the 
properties of the railroads of a section. The amount of such defi- 
ciency shall be drawn from the general railroad contingent fund for 
distribution among the railroads in any traiBc section, upon the 
basis of the gross earnings from railroad operations of the railroads 
within such section ; and if the result of this distribution causes the 
railway operating income of any individual railroad to exceed six 
per cent, this excess shall be applied as provided in Section 11." 

In the accompanying Tables, Nos. 1, 2 and 3, are shown the esti- 
mated contributions of each of the Class 1 Kailroads in each traffic 
section to each of the contingent funds in a year when the aggre- 
gate net railway operating income of the railroads of each traffic 
section equals six (6) per cent, upon the average aggregate property 
investment accounts of the Test Period. 

These contributions in such a year, while the Individual Contin- 
gent Funds are in process of creation, and prior to the effecting of 
the proposed consolidation of existing roads into a limited number of 
competing systems, are estimated as follows : 

Individual General 

District Contingent Fund Contingent Fund Total 

Eastern $13,676,562 $13,676,563 $27,353,125 

Southern 4,881,539 4,881,539 9,763,078 

Western 19,765,944 19,765,944 39,531,888 

Totals $38,324,045 $38,324,046 $76,648,091 

Upon the completion and maintenance of all the Individual Eail- 
road Contingent Funds, contributions thereto would cease and there- 
after, in a year of six (6) per cent, railway net operating income 
upon the aggregate property investment accounts, as shown in ac- 
companying Tables, the aggregate contributions to the General 
Eailroad Contingent Fund are estimated as follows : 

Eastern District $18,235,413 

Southern District 6,508,719 

Western District 26,354,589 

$51,098,721 

While the aggregate of contributions to the Contingent Funds, as 
above shown, are substantial and will serve greatly in the needed 
establishment and maintenance of railroad credit, it was realized by 
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the Conference, that upon the consolidation of existing railways 
into such limited number of competing systems as may be deemed 
by the Transportation Board to be in the public interest, there vrill 
of necessity be a great reduction in the amount of such contributions 
for the reason that as the railroads which haye a large rate of net 
railway operating income and are the chief contributors to the Con- 
tingent Funds, are merged with lines of much smaller earning, there 
will be greatly reduced excess earnings, out of which contributions 
can be made. Eealizing the need of creating and maintaining such 
Contingent Funds, the Conference adopted the following resolution : 

"Section 13. — In any year, following the completion of the 
mergers hereinafter provided for, when the yield from rates estab- 
lished by Federal authority equals six per cent, upon the aggregate 
fair value of the property of the railroads in any traffic section, and 
the total contribution made in any such year to the general railroad 
contingent fund amounts to less than five per cent, of the aggregate 
net earnings from operation in that trafSc section, then the railroads 
in that section shall contribute to the general contingent fund the 
sum necessary to bring the contribution for the year up to five per 
cent, of the aggregate net earnings from operation — each company 
being required to contribute for this purpose pro rata to its net 
earnings from operation for that year." 

The management and amount of the General Railroad Contingent 
Fund are provided for by the Conference as follows : 

"Section 14. — The general railroad contingent fund shall be man- 
aged by trustees appointed by the Federal Transportation Board 
from men nominated by the railroad companies. Moneys turned 
over to the fund shall be invested by the trustees in United States 
Government securities, or shall be deposited in the Federal Eeeerve 
Banks. 

"Section 15. — The general railroad contingent fund shall be ac- 
cumulated by its trustees until it amounts to $750,000,000, and be 
maintained at that sum for the purpose hereinbefore provided, and 
any excess thereafter acquired shall be used when and as directed 
by the Federal Transportation Board for the development of the 
railroad transportation system of the country, or for the increase 
of transportation equipment and facilities, or for the pro rata re- 
duction of the capital or capital obligations and property investment 
accounts of the railroads, or, if so ordered by Congress, the excess 
shall be turned over to the Treasury of the United States." 

If it were certain that for several years following the adoption of 
the National Transportation Conference plan for the creation of the 
Individual and General Railroad Contingent Funds, there would be 
no year in which the aggregate railway operating income of the 
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railroads of any traffic district would fall below six per cent., these 
funds themselves would amply take care of such a year when it 
comes ; but it is impossible to know that such will be the case and 
for this reason, as well as to facilitate such consolidation of railroaip 
as the Federal Transportation Board shall deem in the public 
interest, the Conference adopted the following resolution : 

"Section 16. — To facilitate the prompt stabilization of railroad 
credit and such consolidation of railroads as the Federal Transpor- 
tation Board shall decide to be in the public interest, it is recom- 
mended that Congress create a railroad reserve fund and appropriate 
for this purpose the sum of $500,000,000. This fund shall be ad- 
ministered by the Federal Transportation Board, which shall invest 
it in United States bonds or notes, the interest accruing from such 
bonds or notes, or the earnings upon the proceeds thereof, to be paid 
annually into the United States Treasury. In case, at any time 
during the first ten years after the enactment of this legislation, the 
general railroad contingent fund, provided by Section 12, shall not 
be sufBcient to make good deficiencies as described in that Section, 
then the Federal Transportation Board shall pay into the general 
railroad contingent fund, as far as the Board's available funds per- 
mit, the amount necessary to enable the trustees of the general rail- 
road contingent fund to make over to the railroads the sums due 
them for that year under the stipulations of said Section 12 ; pro- 
vided, however, that any sums so paid by the Federal Transporta- 
tion Board shall be repaid with interest by the trustees of the general 
railroad contingent fund from contributions received from the rail- 
roads after the general railroad contingent fund shall reach and be 
maintained at the amount of $500,000,000." 

In the accompanying Tables, Nos. 1, 2 and 3, are shown for each 
Class 1 Railroad in each of the three traffic districts : miles operated ; 
amount of its property investment account and its percentage of 
total property investment account of the district averaged for the 
Test Period; the average net railway operating income of each 
railroad during that period; the percentage of such earning on its 
property investment account, and of the aggregate net railway 
operating income of all the railroads of the district. 

The same tables show temporary property valuation of each rail- 
road for determining excess income as derived by the Conference 
Formula and provisos for arriving at such valuation; the estimated 
net railway operating income of each railroad in a year when the 
yield equals six (6) per cent, upon the aggregate property invest- 
ment of all the railroads of the district; the amount of such net 
operating railway income retained by each railroad for interest 
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and dividends; and the amount, if any, contributed by it to both 
or either of the Contingent Funds. 

The purpose of Charts Noe. 1, 2 and 3 is to graphically illustrate 
and compare certain conditions existing in the Test Period with 
the conditions that it is estimated would grow out of the application 
of the Conference Eule of Eate Making and out of its proposed 
temporary method for determination of excess profits and of con- 
tributions thereof to the contingent funds proposed by it. 

The order in which the various railroads are shown in the 
Tabled and Charts is determined by the percentage of operating 
income of each on its property investment accounts during the Test 
Period, the road showing the smallest percentage of such income 
heading the list in each district and the road showing the greatest 
percentage being the last shown. 

Under the method proposed by the Conference for arriving at the 
Valuation of each railroad, to serve as a basis for determination of 
its excess profits, pending ascertainment of its true property valua- 
tion by the Interstate Commerce Commission, a minus valuation is 
shown for the first named road of Table and Chart No. 1 and for 
the four roads first named in Table and Chart No. 3, this growing 
out of the fact that these roads showed deficits for the Test Period. 
Though certain of these five roads are shown by the Tables and 
Charts as making contributions to the Contingent Funds (this 
being the result that would obtain from an application of the Con- 
ference Formula and provisos), it was the idea of the Conference 
that in just such special and rare instances the Federal Transporta- 
tion Board would exercise the powers set forth in the last para- 
graph of Section 10 of the Conference resolutions to the end that no 
unmerited hardship should be permitted to result even temporarily 
from a hard and fast application of the proposed Conference 
Formula. 

In order that the meaning of Charts 1, 2 and 3 may be readily 
understood, the following examples are cited : 

Take the Erie, Chart No. 1 (E.E. 20) : At the left of the name 
of the railroad are two symbols or graphs — the upper one showing 
the percentage relation between that railroad's average property in- 
vestment account in the Test Period with the average aggregate 
like accounts of all of the railroads of the Eastern District in the 
same period; the percentage shown being approximately 7 per cent. 
The unshaded symbol immediately thereunder shows the percentage 
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of that railroad's temporary valuation, as derived by the Conference 
Formula and Proviso 1, to the aggregate of such valuations for all 
the railroads of the Eastern District, this percentage being approxi- 
mately 5.4 per cent. 

Thus the relative length of the upper and lower symbol graphic- 
ally conveys information as to whether, under the Conference 
Formula and proviso, there is an increase or decrease in the tem- 
porary valuation of each of the several railroads, over or under the 
value shown by the property investment accounts — and the amount 
of such increase or decrease is indicated at a glance. 

For example, while a glance at the Erie shows a decrease and 
indicates the amount of such decrease, a glance at the P. E.E. 
(Chart No. 1, R.R. 44) shows that its derived temporary valuation 
forms a larger percentage of the aggregate of such valuations of all 
the railroads of the district than its property investment account 
showed to the aggregate property investment accounts of all the 
railroads of the district. 

Taking now the symbols to the right of the names of the rail- 
roads in Charts Nos. 1, 3 and 3 : 

The symbols are shown in groups of three, opposite the name of 
each railway. The top symbol shows the average percentage, during 
the Test Period, of net railway operating income upon the average 
property investment account of each railroad for the Test Period. 

The middle symbol, as a whole, shows estimated percentage of net 
railway operating income upon property investment account, in a 
year when the average of such income is 6 per cent, for all the 
railroads of the district. The unshaded portion of this middle 
symbol shows the part of such income that may be retained by the 
railroad for interest and dividends and the shaded part shows the 
part of such income to be turned over to the two contingent funds 
in the period wTiile its Individual Contingent Fund is ieing built up. 

The lowest symbol, as a whole, shows the same that is shown by 
the middle symbol, as a whole; but its unshaded part shows that 
part of its net operating income which it may retain for interest 
and dividends and the shaded part shows the part of such income 
to be turned over to the General Railroad Contingent Fund after 
its individual Contingent Fund is huilt up and maintained. 

Again taking the Erie (Chart 1, Railroad 30) : The upper symbol 
to the right of the name of the railroad shows that its average rail- 
way operating income for the Test Period was approximately 3.6 
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per cent, upon its property investment account. The middle graph, 
as a whole, shows that in a year when the aggregate net operating 
income of all the railroads of the Eastern District equals 6 per 
cent, upon their aggregate property investment accounts, the Erie 
would earn approximately 4.3 per cent., an increase of approxi- 
mately 0.6 per cent., of which it contributes a small part (indicated 
by the shaded part of this symbol) to the two contingent funds, 
during the period before its own Contingent Fund is created and 
maintained. The lowest symbol, as a whole, shows the same earning 
as is shown by the middle symbol, and the shaded part of this lowest 
symbol shows that it would contribute a small part of its increased 
0.6 per cent, earning to the General Railroad Contingent Fund 
in the period after its Individual Corttingent Fund is created and 
maintained. The unshaded portion of both the middle and lowest 
symbols show that the Brie should have available for interest and 
dividends a substantial increase of earnings over those of the Test 
Period, as a result of the realization of an increase of yield for the 
roads of the Eastern District from the 5.31 per cent, average of the 
Test Period to 6 per cent. — and that, at the same time, it would 
contribute a substantial sum to the Contingent Funds, thus tending 
to strengthen its own and the general railroad situation. 

As the Erie is a railroad whose net railway operating income was 
below the 5.31 per cent, average of the railroads of the Eastern 
District, it may be well to refer to a road whose earnings are well 
above this average. Taking the D., L. & W. (Chart 1 — Eailroad 
79) as an example, the upper symbol to the right shows a Test 
Period percentage of approximately 7.5 per cent, on its property 
investment account; the middle symbol shows that in a year when 
the yield for the railroads of the Eastern District averages 6 per 
cent., the D., L. & W. yield would be approximately 8.4 per cent., 
an increase of 0.9 per cent, over the yield of the Test Period. It 
would, under the Conference Formula and provisos, be permitted 
to retain for interest and dividends, as shown by the unshaded por- 
tion of the middle symbol, exactly the same percentage that it 
earned in the Test Period (as shown by the upper symbol) ; but, 
until its Individual Contingent Fund is fully created and main- 
tained, it would turn over to such fund one-half of the 0.9 per cent, 
increased earning and would turn over the other half to the Gen- 
eral Eailroad Contingent Fund, the sum of these two contributions 
being represented by the shaded portion of this middle symbol. 
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The Charts show that the part of the net railway operating in- 
come retained by each railroad is in no instance less than the 
average amount of such income earned in the Test Period; but it 
will be noted that all of the increased earning of the D., L. & W. 
growing out of the operation of the statutory rule of rate making 
proposed by the Conference is shown by the chart as being turned 
over to the two Contingent Funds, whereas only a small part of such 
increased earning of the Erie is so shown and this may, upon a 
casual review, seem inequitable. But it is the opinion of the Con- 
ference that this is equitable and as it should be, because it is certain 
that the people of the United States would not consent to the enact- 
ment of the rule of rate making proposed by the Conference if all 
of the railroads were normally in the enjoyment of such railway 
operating income as is shown for the D., L. & W. The object sought 
by the Conference on its proposed rule of rate making is to aid in 
the creation of a situation which wiU enable the railroads to meet 
the reasonable transportation requirements of the people of the 
United States — and this does not call for largely increased net 
earnings for roads now having the largest net earnings. The Con- 
ference believes that any increase accruing to such a railroad as a 
result of its proposed rule of rate making should therefore go 
wholly into the creation of the two contingent funds until its In- 
dividual Contingent Fund is created and maintained — and that 
thereafter two-thirds of such increase should go into the (General 
Contingent Fund, as indicated by the shaded portion of the lowest 
symbol, the railroad retaining the remaining one-third as an incen- 
tive to efiBcient economical operation. 

In looking at the large percentages shown by the middle symbol 
as being contributed by the most prosperous railroads to the two 
contingent funds, it should be remembered that one-half of the per- 
centages so shown goes into the railroad's own contingent fund and 
is available for its own individual use at any time when its own 
earnings from railway operations fall below 6 per cent, upon the 
value of its property. Therefore contributions to this fund should 
not be regarded as being actually taken away from the railroad 
making them. They are, in fact, just as much the property of the 
individual railroad as any other part of its earnings; but they are 
required to be set aside for a rainy day, and the Conference believes 
the provision to be a wise and equitable one which will meet with 
general approval when understood. 
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Having shown how contrihutions are made to the General Rail- 
road Contingent Fund, and the estimated amount of contribution 
by each Class 1 Railroad in a year when the aggregate net railway 
operating income equals six (6) per cent, upon the aggregate 
property investment accounts of all the railroads of each district, 
it will now be interesting to illustrate the mode of distribution 
from such fund in a year when the aggregate net operating income 
is less than 6 per cent. For the purpose of illustration, the Southern 
District is chosen and it is assumed that in a certain year the aggre- 
gate net railway operating income of the district falls below the 
six (6) per cent, in an amount equaling $6,508,719 (which is 
exactly equal to the estimated excess income of all of the railroads 
of this district in a six per cent. year). It is also assumed that 
in this year when the lessened earning is had, the operating rev- 
enues of each Class 1 Ea,ilroad of the district are in exactly the 
same relation to each other as they were for the year ending 
December 31, 1917. 

In the accompanying Table, No. 4, are shown the amount and per- 
centage of such operating revenue for each railroad of the Southern 
District. The percentage thus shown establishes for each railroad 
the percentage which it is entitled, under the National Transporta- 
tion Conference rule, to receive of the $6,508,719 to be drawn from 
the General Railroad Contingent Fund and the amount so to be 
received is shown in the table. It is, however, provided in the Con- 
ference rule that "if the result of this distribution causes the rail- 
way operating income of any individual railroad to exceed 6 per 
cent., this excess shall be applied as provided in Section 11." In 
consequence of this provision, certain of the railroads are obliged to 
return a part of the moneys received from the fund — and this is 
shown in the table (as would occur at a time after each Individual 
Contingent Fund is fully created), as is also the net amount 
remaining in the hands of each railroad out of the distribution. 

As broadly illustratiug the operations of the Conference plan of 
contribution to and distribution of the General Railroad Contingent 
Fund, the following facts are enumerated. 

In a year of 6 per cent, average net railway operating earnings, 
the first named fifteen of the 32 Class 1 Railroads of the Southern 
District, each of which 15 earns less than 6 per cent, on its 
property investment account, would contribute an aggregate of 
$166,966 to the General EaUroad Contingent Fund, whereas they 



u 

would receive from it in the year of lessened earnings $1,931,271, 
and of this would retain $1,786,333, returning the remaining 
$144,938 to the fund. 

The other seventeen Class 1 Railroads, each of which earns 6 per 
cent, or more on its property investment account in a year of 6 
per cent, average earning, would contribute an aggregate of 
$6,341,753 to the General Eailroad Contingent Fund, whereas, 
while in the year of less than 6 per cent, earnings, they would 
receive from it $4,577,418, they would retain of this amount oidy 
$1,572,795, returning the other $3,004,653 to the fund from which 
it was drawn, together with $3,337,099 of other excess profits of 
the year, leaving the fund larger than at the beginning of such a 
year of less than 6 per cent, average net railway operating income. 

The facts set forth in Table 4 are graphically illustrated in the 
accompanying chart in which the upper symbol shows each rail- 
road's contribution to the General Railroad Contingent Fund in 
the average 6 per cent, year, and the lower symbol, as a whole, what 
is received by such railroad in the year of less than 6 per cent, 
earnings. The shaded portion of this lower symbol shows the 
part retained by the railroad and the unshaded part the part re- 
turned by it to the General Contingent Fund. 

Having shown in the Tables and Charts the results of the Con- 
ference Rule of Rate Making, as applied to the Class 1 Railroads 
in a year of 6 per cent, yield on the aggregate Property Investment 
Accounts; the amounts retained by the railroads; the amounts con- 
tributed by them to create needed contingent funds and the mode 
of distribution of such fund, it is believed that a way is indicated 
whereby, with fairness to the people of the United States and 
without burdening them, they may have reasonable railroad facili- 
ties which they cannot have unless this or some equally compre- 
hensive and equitable plan be adopted. 
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THE CONFERENCE RULE OF RATE MAKING 



TABLI:; No. 1— tAbTtKW LIIdlKlUl 



No. 



AVERAGES OF TEST PERIOD-JULY 1, 1914, to JUNE 30, 1917 



ROAD 



Miuis 
Opebated 



Pboebbtt Intbstmbnt Acer. 



Amount 



Percentage of 

District 

,Total 



RaHiWat Ofssating Incoui: 



Amount 



Percentage on 

Property 

Investment 

Account 



Percentage of 

Total 

Railway 

Operating 

Income of 

District 



NATIONAL TRANSPORTATION CONFERENCE PLAN 



Tbmporabt Valttatioit 

FOR DeTXRUININQ 

Excess Incoub 



Amount 



Percentage 

of 

District 

Total 



EsTdtATED Net Railway Operatinq Income in a Year When the Yield Equals 

6% UPON THE AGQREGATB PROPERTY INVESTMENT ACCOUNTS OP ALL 

OP THE Railroads op the District 



Amo«nt 



Percentage 

of 

District 

Total 



Percentage 
on 

Property 
Investment 

Account 



Disposition op Net Operating Income 



In Period Whilb In- 

OnriDUAL CoNTOf GBNT 

Fund is Being 
Built Up 



Retained by 
Railroad Co. 



Ccmtribu- 
ted to Con- 
tingent 
Funds 



In Period After In- 

DmDUAL Contingent 

Fund is Built Up and 

Maintained 



Retained by 
Railroad Co 



Contribu- 
ted to Gen- 
eral Con- 
tingent 
Fund 



1 
2 
S 

4 
6 



Atlantic & St. Lawrence 

Pittsburgh & West Virginia 

Detroit, Toledo & Ironton 

Baltimore, Chesapeake & Atlantic. . . . , 
Manistique & Lake Superior 

Detroit, Grand Haven & MHwaukee. . 

Pittsburgh, Shawmut & Northern 

Cincinnati, Hamilton & Dayton 

mster & Delaware 

Wheeling & Lake Erie 

New York, Ontario & Western 

Atlantic City 

Toledo, St. Louis & Western 

Western Maryland 

Wabash 

Ann Arbor 

New York, Chicago & St Louis 

Grand Trunk Western 

West Side Belt 

Erie 

Lake Erie & Western 

Chicago & Eastern Illinois 

Long Island 

Chicago, Terre Haute & Southeastern 
Grand Rapids & Indiana 

Toledo & Ohio Central 

Pere Marquette 

Chicago, Indianapolis & Louisville. . . . 

Staten Island Rapid Transit 

West Jersey & Seashore 

Central Vermont 

Rutland 

Port Reading 

Baltimore & Ohio 

Monongahela 



170 
63' 

441 
88* 
66 



$ 9,007,097 

46,707,119 

21,730,991 

4,186,783 

1,438,417 



.132 
.687 
.320 
.062 
.021 1 



-$ 2,069 

299,728 

216,169 

48,416 

21,557 



- .02 

.64 

.99 

1.16 

1.50 



.0005 

.085 

.061 

.014 

.006 



1— At. & St. L. 
2— P. & W. Va. 
3— D., T. & L. 
4 — ^B., C. & A. 
6 — M. & L. S. 



-I 40,790 

5,758,320 

4,147,078 

917,796 

421,506 



.000684 
.096026 
.069159 
.015309 
.007038 



$ 62,662 

341,073 

308,538 

96,898 

27,977 



.015438 
.083593 
.075748 
.023779 
.006864 



.70 

.73 

1.42 

2.31 

1.94 



-$ 2,069 
341,073 

248,825 
55,068 
25,290 



$64,731 



69,713 

41,830 

2,687 



$ 19,508 

341,073 

268,729 

69,011 

26,186 



$43,164 



39,809 

27,887 

1,791 



1— At & St L. 
2— P.&W.Va. 
3— D., T. & L. 
4— B., C. & A. 
6— M.&L.S. 



6 
7 
8 
9 
10 



11 
12 
IS 
14 
16 



16 
17 
18 
19 
20 



190 
220 
943 
129 
512 



7,036,727 
35,603,331 
55,238,687 

5,772,995 
69,628,331 



.104 
.524 
.813 
.085 
1.024 



125,234 
;■ 682,680 
1,076,687 
■ 129,794 
1,601,897 



1.78 
1.92 
1.95 
2.25 
2.30 



.035 
.193 
.304 
.037 
.452 



6— D., G. H. & M. 
7— P., S. & N. 
8— C, H. & D. 
9— U. & D. 
10— W.aiL.E. 



2,399,866 
13,107,486 
20,667,406 

2,495,046 
30,742,767 



.040025 
.218584 
.344661 
.041609 
.512698 



228,070 
772,141 

1,541,074 
159,303 

1,892,136 



.055892 
.189248 
.377761 
.038977 
.463805 



3.18 
2.17 
2.79 
2.76 
2.72 



143,992 
772,141 

1,240,044 
149,703 

1,844,566 



84,078 



301,030 

9,600 

47,570 



172,018 
772,141 

1,340,387 
152,903 

1,860,423 



56,052 



200,687 

6,400 

31,713 



6— D., G. H. & M. 
7— P.,S.&N. 
8— C., H. ds D. 
9— U.&D. 

10— W.&L.E. 



568 
167/ 
455^ 
776 
2,519 



90,469,116 
9,627,352 

39,501,310 
119,767,916 
200,052,150 



1.331 

.140 

.581 

1.762 

2.943 



2,104,525 
i 226,997 
1,000,761 
3,084,939 
6,812,138 



2.33 
2.38 
2.53 
2.58 
2.91 



.594 
.064 
.283 
.871 
1.640 



11— N. y., O. & W. 
12— A. C. 

13— T., St L. & W. 
14— W. M. 
15— Wab. 



40,396,621 

4,357,831 

19,205,731 

59,201,242 

111,529,212 



.673697 
072678 
.320297 
.987289 
1.859958 



2,446,278 
276,285 
1,246,521 
3,541,593 
7,063,445 



.599367 
.067414 
.305690 
.868286 
1.731424 



2 70 
2.89 
3.16 
2.96 
3.53 



2,423,797 
261,470 
1,152,344 
3,541,593 
6,691,753 



21,481 
13,815 
94,177 



371,692 



2,430,957 
266,075 
1,183,736 
3,541,593 
6,815,650 



14,321 

9,210 

62,786 



247,796 



11— N.y.,o.&w. 

12— A. C. 

13— T.,StL.&W. 
14— W. M. 
15— Wab. 



296 

523 

347 

23 

2,543 



17,404,824 

66,965,760 

34,239,735 

5,333,644 

472,579,990 



.256 
.985 
.504 
.078 
6.952 



531,583 

2,134,612 

1,115,836 

187,953 

16,846,350 



3.05 
3.19 
3.26 
3.52 
3.56 



.150 
.603 
.315 
.053 
4.755 



16— A. A. 

17— N. Y., C. 4 St L. 
18— G. T. W. 
19— W. S. B. 
20— E. 



10,211,330 

40,967,694 

21,415,240 

3,609,997 

323,261,353 



.170288 
.683219 
.357136 
.060204 
5.390991 



631,813 

2,729,877 

1,425,032 

212,936 

19,741,669 



.154928 
.669232 
.349325 
.052215 
4.839654 



3.63 
4.08 
4.16 
3.99 
4.18 



612,680 
2,458,062 
1,284,914 

212,936 
19,395,681 



19,133 
271,815 
140,118 



345,988 



619,058 

2,548,667 

1,331,620 

212,935 

19,511,010 



12,765 

181,210 

93,412 



230,659 



16— A. A. 

17— N.y.,C.&StL. 
18— G. T. W. 
19— W. S. B. 
20— E. 



21 
22 
23 
24 
26 



26 
27 
28 
29 
SO 



900 
1,131 
397 
375 
675 



43,680,573 
80,749,949 
80,304,108 
24,861,261 
23,113,776 



.643 

1.188 

1.181 

.366 

.340 



1,560,570 

2,998,062 

2,994,299 

931,342 

944,743 



3.57 
3.71 
3.72 
3.75 
4.09 



.441 
.846 
.845 
.263 
.267 



21— L. E. & W. 
22— C. & E. L 
23— L. L 

24— C. T. H. & S. E. 
26— G. R. & L 



29,954,142 
67,628,813 
57,454,030 
17,866,429 
18,131,670 



.499540 
.959405 
.958165 
.297949 
.302386 



1,850,961 
3,628,728 
3,216,366 
1,054,549 
1,133,424 



.453754 
.889613 
.788370 
.258623 
.277744 



4.24 
4.49 
4.00 
4.24 
4.90 



1,797,249 
3,451,729 
3,216,366 
1,054,649 
1,087,894 



53,712 
176,999 



45,530 



1,815,153 
3,510,729 
3,216,366 
1,054,549 
1,103,071 



35,808 
117,999 



30,353 



21— L. E. & W. 
22— C. & £. L 
23— L. L 

24— C. T. H. & S. E. 
26— G. R.&L 



436 

2,250 

638 

24 

359 



26,875,338 
91,618,914 
39,925,178 
7,680,786 
21,627,178 



.395 
1.348 
.587 
.112 
.318 



1,098,284 

3,768,869 

1,645,644 

317,420 

929,616 



4.09 
4.10 
4.12 
4.19 
4.30 



.310 
1.061 
.465 
.089 
.262 



26— T. & O. C. 
27— P. M. 
28— C. I. & L. 
29— S. I. R. T. 
30— W. J. & S. 



21,068,517 
72,131,968 
31,585,779 
6,084,647 
17,846,033 



.351366 
1.202938 
526757 
.101479 
.297616 



1,351,386 
4,519,823 
1,910,129 
348,069 
1,045,372 



.331184 
1.108033 
.468217 
.086309 
.256171 



6.03 
4.93 
4.78 
4.59 
4.83 



1,264,111 
4,327,918 
1,895,147 
348,069 
1,046,372 



87,275 

191,905 

14,982 



1,293,203 
4,391,886 
1,900,141 
348,069 
1,045,372 



58,183 

127,937 

9,988 



26— T.&O.C. 
27— P. M. 
28 — C* I* & L* 
29-S.LR.T. 
30— W. J. & S. S. 



31 
32 
33 
34 
36 



411 

468 

21 

4,545 

108 



17,008,834 

23,080,440 

4,816,136 

547,842,127 

12,363,471 



.260 
.340 
.071 
8.059 
.182 



757,029 

1,029,289 

221,235 

25,576,519 

581,559 



4.41 
4.46 
4.69 
4.67 
4.71 



.214 
.290 
.062 
7.219 
.164 



31— Cen. Vt 
32— R. 
33— P. R. 
34r-B. & O. 
36 — Men. 



14,528,370 

19,742,812 

4,242,267 

490,782,920 

11,169,917 



.242282 
.329252 
.070743 
8.184739 
.186281 



911,745 

1,144,175 

295,506 

29,879,620 

650,905 



.223568 
.280440 
.072561 
7.324783 
.159586 



5.36 
4.96 
6.14 
6.45 
6.27 



871,702 

1,144,176 

254,535 

29,446,975 

650,905 



40,043 



40,971 
432,645 



886,050 

1,144,175 

268,192 

29,591,190 

650,905 



26,695 



27,314 
288,430 



31— Cen. Vt 
32— R. 
33— P. R. 
34— B. & O. 
36 — Men. 



Eastern District contlnaed on page 76. 
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CHART No. 1— EASTERN DISTRICT 



EXPLANATION 

Of the Two Graphs Used for Each Railroad 

UPPER GRAPH 8how» percentage of Aggregate Proper- 
ty Investment Accounts in Test Period. 

LOWER GRAPH shows percentage of the Aggregate 
Valuations derived by use of National 
Transportation Conference Formula, as 
a temporary basis for determining Ex- 
cess Income. 




IS 



EXPLANATION 

Of the Three Graphs Used for Each Railroad 

UPPER GRAPH shows each railroad's percentage of 
railway operating income on its proper- 
ty investment account averaged for the 
Test Period. 

MIDDLE GRAPH, aa a whole, shows each railroad's es- 
timated percentage of railway operat- 
ing income on its property investment 
account when yield for all railroads of 
District equals 6 per cent, on their 
aggregate property investment ac- 
counts. 
Unshaded portion shows part of income retained by 
railroad and shaded portion, part turned over to Con- 
tingent Funds while Individual Contingent Fund is heing 
created. 

LOWER GRAPH, as a whole, shows same as Middle 
Graph as a whole. 
Unshaded portion shows part of income retained by 
railroad and shaded portion, part turned over to General 
Railroad Contingent Fund after Individual Contingent 
Fund it created. 



Eastern District continued on page 77. 
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TABLE No. 1— EASTERN DISTRICT— Continued 



No. 



AVERAGES OF TEST PERIOD— JULY 1, 1914, to JUNE 30, 1917 



SCAD 



Miles 
Opebated 



Pbopektt Investment Acer. 



Amount 



Percentage of 
District 
Total 



Railway Operatino Income 



Amount 



Percentage of 

Property 

Investment 

Account 



Percentage of 

Total 

Railway 

Operating 

Income of 

District 



NATIONAL TRANSPORTATION CONFERENCE PLAN 



Tbmpokakt Valuation 

FOB DeTBRMININQ 

Excess Income 



Amount 



Percentage 
of 
District 
Total 



Estimated Net Railway Operating Income in a Year When the Yield Equals 

6% UPON the Aggregate Property Investment Accounts op All 

OF THE Railroads op the District 



Amount 



Percentage 
of 
District 
Total 



Percentage 
on 

Property 
Investment 

Account 



Disposition of Net Operating Income 



In Period While In- 
dividual Contingent 
Fund is Being 
Built Up 



In Period After In- 
dividual Contingent 
Fund is Built Up and 
Maintained 



Retained by 
Railroad Co. 



Contribu- 
ted to Con- 
tingent 
Funds 



Retained by 
Railroad Co 



Contribu- 
ted to Gen- 
eral Con- 
tingent 
Fund 



S6 
87 
S8 
S9 
40 



Boston & Maine 

Detroit & Mackinac 

Philadelphia, Baltimore & Washington 

Pittsburgh, Cincinnati, Chicago & St. Louis. 
Maine Central 



2,305 

383 

718 

2,399 

1,220 



$204,413,544 

6,505,053 

75,115,111 

224,457,345 

57,715,375 



3.007 

.096 

1.105 

3.302 

.849 



$9,820,253 
313,325 

3,708,140 
11,299,493 

2,954,684 



4.80 
4.82 
4.94 
5.03 
5.12 



2.772 

.088 

1.047 

3.189 

.834 



36— B. & H. 

37— D. & M. 
38— P., B. & W. 
39— P., C, C. & St. L 
40— M. C. 



$188,440,518 

6,003,065 

71,152,983 

216,817,411 

66,706,196 



3.142612 

.010056 

1.186611 

3.615835 

.945680 



$11,437,145 

354,756 

4,325,875 

13,378,668 

3,385,077 



2.803666 

.087025 

1.060476 

3.279728 

.829799 



6.60 
6.45 
6.76 
5.96 
6.86 



$11,306,431 

354,756 

4,269,179 

13,009,045 

3,385,077 



$130,714 



56,696 
369,623 



$11,350,002 

354,766 

4,288,078 

13,132,253 

3,385,077 



$87,143 



37,797 
246,415 



36— B. & M. 
37— D. 4 M. 
38— P., B. & W. 
39— P., C, C. & St. L. 
40— M. C. 



41 
42 
43 
44 



46 
47 
48 
49 
60 



61 
62 
63 
64 
66 



66 
67 
68 
69 
60 



61 
62 
63 
64 
66 



66 
67 



Lehigh Valley 

Cleveland, Cincinnati, Chicago & St. Louis. 

Bangor & Aroostook 

Pennsylvania Railroad 

Michigan Central 



1,443 
2,387 
632 
4,536 
1,862 



204,188,112 
190,016,828 
29,691,332 
846,823,668 
146,136,571 



3.004 

2.795 

.436 

12.457 

2.160 



10,630,724 
10,034,247 

1,664,846 
45,363,608 

8,040,609 



6.21 
5.28 
6.29 
6.36 
6.50 



3.001 

2.832 

.442 

12.804 

2.270 



41— L. V. 

42— C, C, C. & St. L 

— B. & A. 
44— P. R.R. 
45 — Mich. Cen. 



204,002,259 
190,016,828 
29,591,332 
846,823,668 
146,135,671 



3.402121 

3.168895 

.493486 

14.122399 

2.437095 



12,756,019 
11,523,731 

1,737,600 
53,163,486 

9,363,125 



3.127006 

2.824993 

.426053 

13.032378 

2.295246 



6.25 
6.06 
5.87 
6.28 
6.41 



12,240,136 
11,401,010 

1,737,600 
50,809,420 

8,768,134 



515,883 
122,721 



2,364,066 
694,991 



12,412,097 
11,441,917 

1,737,600 
51,594,109 

8,966,464 



343,922 
81,814 



1,569,377 
396,661 



41— L. V. 

42— C, C, C. & St. L 

43— B. & A. 

44— P. R.R. 

46— Mich. Cen. 



Buffalo, Rochester & Pittsburgh 

Central New England 

Buffalo & Susquehanna R.R. Corporation 

Chicago, Detroit & Canada Grand Trunk Junction. 
New York, New Haven & Hartford 



687 

301 

237 

60 

1,997 



69,535,704 

26,631,839 

10,652,427 

3,481,350 

291,143,332 



.876 
.392 
.157 
.051 
4.283 



3,275,017 

1,481,654 

696,902 

194,798 

17,342,329 



5.50 
6.66 
5.60 
6.60 
5.96 



.924 
418 
.166 
.055 
4.895 



46— B., R. & P. 
47— C. N. E. 
48— B. & S. R.R. C. 
49— C.,D.&C. G.T.J. 
60— N. y., N. H. & H, 



59,535,704 

26,631,839 

10,652,427 

3,481,350 

291,143,332 



.992876 
.444139 
.177642 
.058052 
4.855363 



3,773,902 

1,694,020 

675,215 

233,776 

19,216,239 



.925168 
.415267 
, 165470 
.057363 
4.710365 



6.34 
6.36 
6.34 
6.72 
6.60 



3,572,142 

1,697,910 

639,146 

208,881 

17,468,600 



201,760 

96,110 

36,069 

24,895 

1,746,639 



3,639,395 

1,629,947 

651,169 

217,179 

18,050,813 



134,507 

64,073 

24,046 

16,697 

1,164,426 



46— B., R. & P. 
47— C. N. E. 
48— B. & S. R.R. C. 
49— C.,D. & C. G. T. J. 
60— N. y., N. H. &. H. 



Hocking Valley 

New York Central 

Pennsylvania Company. 
Kanawha & Michigan. . 
Elgin, Joliet & Eastern. 



360 

6,083 

1,765 

177 

801 



43,954,788 

919,502,503 

236,489,892 

20,016,639 

41,989,323 



.647 

13.526 

3.479 

.294 

.618 



2,668,017 

66,027,121 

14,802,056 

1,305,228 

2,847,454 



6.07 
6.09 
6.26 
6.52 
6.78 



.753 

15.814 

4.178 

.368 

.804 



51— H. V. 
62— N. Y. C. 
63 — Pcnn. Co. 
54— K. & M. 
55— E., J. & E. 



43,954,788 

919,502,503 

236,489,892 

20,016,639 

41,989,323 



.733033 

15.334460 

3.943920 

.333821 

.700246 



2,982,032 

62,266,094 

17,175,271 

1,449,314 

3,364,522 



.731007 

15.261191 

4.210280 

.355208 

.824896 



6.79 
6.77 
7.26 
7.02 
8.01 



2,668,017 

56,027,121 

14,802,055 

1,306,228 

2,847,454 



314,015 

6,227,973 

2,373,216 

144,086 

517,068 



2,772,690 

68,103,112 

15,593,127 

1,353,257 

3,019,810 



209,342 

4,151,982 

1,582,144 

96,067 

344,712 



61— H. V. 
62— N. Y. C. 
63 — ^Penn. Co. 
64— K. & M. 
66— E., J. & E. 



Central Railroad of New Jersey 

Cincinnati Northern 

Delawue As Hudson 

Delaware, Lackawanna & Western. 
Philadelphia & Reading 



684 
246 
879 
955 
1,127 



132,777,668 
4,532,019 
103,022,797 
212,033,141 
195,345,643 



1.953 

.067 

1.615 

3.119 

2.874 



9,363,566 
325,612 

7,505,358 
15,989,315 
16,013,956 



7.05 
7.18 
7 29 
7.64 
8.20 



2.643 
.092 
2.118 
4.513 
4.522 



56— C. R.R. of N. J. 
57— C. N. 
58— D. & H. 
59— D., L. & W. 
60— P. & R. 



132,777,668 
4,532,019 
103,022,797 
212,033,141 
195,345,643 



2.214325 
.075580 
1.718104 
3.536053 
3.257766 



10,630,389 

406,102 

8,617,552 

17,835,409 

18,334,913 



2 605838 
.099282 
2.112617 
4.372072 
4.494642 



8.00 
8.94 
8.37 
8.41 
9.39 



9,363,566 
325,612 

7,505,358 
15,989,315 
16,013,955 



1,266,823 
79,490 
1,112,194 
1,846,094 
2,320,958 



9,785,841 
352,109 

7,876,089 
16,604,680 
16,787,608 



844,648 
52,993 

741,463 
1,230,729 
1,547,305 



66— C. R.R. of N. J. 
57— C. N. 
68— D. & H. 
59— D., L. & W. 
60— P. & R. 



Lehigh & New England 

Lehigh & Hudson River 

New York, Philadelphia & Norfolk. 

Detroit & Toledo Shore Line 

Bessemer & Lake Erie 



296 
97 

112 
81 

205 



13,772,892 
6,213,194 

10,866,687 
4,632,233 

46,967,219 



.203 
.091 
.160 
.068 
.691 



1,154,358 
625,314 
999,098 
461,370 

4,744,143 



8.22 
8.46 
9.19 
9.96 
10.10 



.326 
.148 
.282 
.130 
1.339 



61— L. & N. E. 
62— L. & H. R. 
63— N. Y., P. & N. 
64— D. & T. S. L. 
65— B. & L. E. 



13,772,892 
6,213,194 

10,866,687 
4,632,233 

46,967,219 



.229691 
. 103614 
. 181228 
.077247 
.783264 



1,302,940 
621,975 

1,183,741 
647,911 

5,235,743 



,319417 
,152477 
.290246 
. 134337 
1 283553 



9 46 
10.01 
10.89 
11.83 
11.15 



1,164,358 
525,314 
999,098 
461,370 

4,744,143 



148,582 
96,661 

184,643 
86,541 

491,600 



1,203,886 
557,534 

1,060,646 
490,217 

4,908,010 



99,054 
64,441 

123,095 
67,694 

327,733 



61— L. & N. E. 
61— L. & H. R. 
63— N. Y., P. & N. 
64— D. & T. S. L. 
65— B. & L. E. 



Cumberland Valley 

Pittsburgh & Lake Erie. 



164 
225 



10,420,968 
61,834,965 



.163 
.910 



1,275,942 
9,068,954 



12.24 
14.67 



.360 
2.660 



66— Cum. Val. 
67— P. & L. E. 



10,420,968 
61,834,965 



. 173790 
1.031216 



1,409,040 
9,855,350 



,345402 
2.416865 



13.52 
15.94 



1,275,942 
9,068,954 



133,098 
786,396 



1,320,308 
9,331,086 



88,732 
524,264 



66— Cum. Val. 
67— P. & L. E. 



Total 



58,980 



$6,798,489,506 



100.011 



$354,288,746 



6.21 



100.000 



$6,996,397,989 99 , 912658 $407,908,010 99.994809 6.00 * $380,554,885 $27,353,125 $389,672,597 $18,235,413 
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CHART No. 1— EASTERN DISTRICT— Continued 



u 



EXPLANATION 

Of the Two Graphs Used for Each Railroad 

UPPER GRAPH shows percentage of Aggregate Proper- 
ty Investment Accounts in Test Period. 

LOWER GRAPH shows percentage of the Aggregate 
Valuations derived by use of National 
Transportation Conference Formula, as 
a temporary basis for determining Ex- 
cess Income. 
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TABLE No. 2-SOUTHERN DISTRICT 



No. 



AVERAGES OF TEST PERIOD— JULY 1, 1914, to JUNE 30, 1917 



ROAD 



Miles 
Operatxd 



Property Inybstment Acct. 



Amotint 



Percentage of 
District 
Total 



Railway Opebatinq Income 



Amount 



Percentage of 

Property 

Inrestment 

Account 



Percentage of 

Total 

Railway 

Operating 

Income of 

District 



NATIONAL TRANSPORTATION CONFERENCE PLAN 



Temporary Valuation 

FOB DetERMININO 

Excess Income 



Amount 



Percentage 

of 

District 

Total 



Estimated Net Railway Opebating Income in a Year When the Yield Equals 

6% UPON THE Aggregate Property Investment Accounts ov all 

op the Railroads op the District 



Amount 



Percentage 

of 

District 

Total 



Percentage 
on 

Property 
Investment 

Account 



Disposition op Net Operating Income 



In Period While In- 
dividual Contingent 
Fund is Being 
Built Up 



In Period Apteb In- 
dividual Contingent 
Fund is Built Up and 
Maintained 



Retained by 
Railroad Co 



Contribu- 
ted to Con- 
tingent 
Funds 



Retained by 
Railroad Co, 



Contribu- 
ted to Gen- 
eral Con- 
tingent 
Fund 



6 
7 
8 
9 
10 



11 
12 
13 
14 
16 



16 
17 
18 
19 
20 



21 
22 
23 
24 
26 



26 
27 
28 
29 
30 



Tennessee Central 

Atlanta, Birmingham & Atlantic. 

Gulf, Mobile & Northern 

CaioUna, Clinchfield & Ohio 

Coal & Coke 



New Orleans & Great Northern. 

Seaboard Air Line 

Virginian 

Norfolk Southern 

Southern (Inc. Va. & S. W.) 



Georgia Southern & Florida 

Gulf & Ship Island 

Louisville, Henderson & St. Louis. 

Central of Georgia 

Western Ry. of Alabama 



Illinois Central 

Mobile & Ohio 

Chesapeake & Ohio 

Charleston & Western Carolina. 
Atlantic Coast Line 



Florida East Coast 

Washington Southern 

New Orleans & Northeastern. 

Alabama & Vicksburg 

Yazoo & Mississippi Valley. . . 



Lomsville & Nashville 

Atlanta & West Point 

Alabama Great Southern 

Norfolk & Western 

Nashville, Chattanooga & St. Louis. 



31 
32 


Cincinnati, New Orleans & Texas Pacific 

Richmond, Fredericksburg & Potomac 







Total 



295 
640 
402 
291 
197 



285 

3,458 

513 

908 

6,983 



402 
308 
200 
1,919 
133 



4,766 
1,160 
2,380 
343 
4,764 



759 

36 

204 

143 

1,382 



5,070 

93 

312 

2,085 

1,236 



337 



42,092 



$19,717,692 

38,467,001 

23,220,541 

58,552,913 

8,311,032 



16,071,807 

176,523,516 

87,747,661 

31,023,401 

456,881,423 



12,513,877 
14,168,200 

7,666,826 
68,854,256 

6,828,025 



301,361,500 

46,264,795 

231,563,981 

8,380,405 

179,819,029 



47,826,901 
8,330,187 

16,974,917 
5,537,571 

62,904,315 



278,070,522 
3,798,879 

22,643,315 
264,792,196 

37,583,962 



39,368,961 
8,846,133 



$2,589,615,640 



.761 
1.485 

.897 
2.261 

.321 



$16.3,753 
359,289 
563.378 

1,631,171 
281,251 



.83 

.93 

2.43 

2.79 

3.38 



.621 

6.817 

3.388 

1.198 

17.643 



677,355 

6,491,333 

3,269,630 

1,178,253 

18,843,308 



3.59 
3.68 
3.73 
3.80 
4.12 



.483 
.547 
.296 
2.659 
.225 



521,088 
604,249 
341,404 
3,388,224 
294,736 



4.16 
4.26 
4.45 
4.92 
6.06 



11.637 

1.787 

8.942 

.324 

6.944 



16,529,350 

2,590,125 

13,268,079 

481,146 

10,349,188 



5.48 
5.60 
5.73 
5.74 
5.76 



1.847 
.322 
.656 
.214 

2.429 



2,858,139 
499,249 

1,017,734 
342,983 

3,900,353 



5.98 
5.99 
6.00 
6.19 
6.20 



10.738 
.147 
.874 

10.225 
1.451 



17,577,036 
259,838 

1,742,602 
20,893,498 

3,212,320 



6.32 
6.84 
7.70 
7.89 
8.55 



1.520 
.342 



3,596,308 
1,194,548 



9.13 
13.50 



100.001 



$138,820,918 



5.36 



.11815 
.25862 
.40559 
1 17497 
.20243 



.41567 
4.67612 
2.35571 

.84863 
13.67450 



.37533 
.43512 
.24566 
2.44072 
.21252 



11.90749 

1.86584 

9.55827 

.34651 

7.46542 



2.05890 
.35948 
.73337 
.24710 

2.80956 



12.66247 
.18730 

1.26566 
15.06132 

2.31393 



2.69066 
.86088 



100.00380 



1— Ten. Cent. 
2— A.B.&A. 
3 — G., M. & N. 
4— C, C. & O. 
6— C. & C. 



6— N. O. & G. K. 
7— S. A. L. 
8— Vir. 
9— N. & S. 
10— So. Ry. 



11— G. & S. F. 
12— G. & S. L 
13— L., H. & St. L. 
14— Cent, of Ga. 
IB— W.Ry.ofAla. 



16—111. Cent 
17— M. & O. 
18— C. & O. 
19— C. & W. C. 
20— A. C. L. 



21— F. E. C. 

22— Wash. Sou. 
23-N.O. &N. E. 
24— A. & V. 
26— Y. & M. V. 



26— L. & N. 
27— A. & W. P. 
28— A. G. S. 
29— N. & W. 
30— N., C. & St. L. 



31— C, N. O. & T. P. 
32— R., F. & P. 



$3,058,341 

6,696,767 

10,503,499 

30,428,035 

6,241,391 



10,765,050 

121,093,221 

61,103,678 

21,975,515 

351,527,967 



9,718,844 
11,267,437 

6,362,696 
63,204,855 

5,502,942 



301,361,600 

46,264,796 

231,663,981 

8,380,405 

179,819,029 



47,826,901 
8,330,187 

16,974,917 
6,637,571 

62,904,316 



278,070,522 
3,798,879 

22,643,315 
264,792,196 

37,583,962 



39,368,961 
8,846,133 



.133980 
293416 
.460169 
1.333145 
.229624 



.471648 
5.306460 
2.677156 

.962837 
15.401531 



.425820 
.493642 
.278783 
2.769207 
.241103 



13.203603 

2.027013 

10.146636 

.367154 

7.878427 



2.095449 
.364963 
.743727 
.242637 

2.766019 



12.183153 
.166446 
.992060 

11.601358 
1.646672 



1.724878 
.387571 



$220,031 
460,826 
643,696 

1,738,072 

322,742 



646,406 

7,276,535 

3,531,720 

1,318,623 

21,162,541 



691,923 
673,696 
389,943 
3,823,302 
333,449 



18,961,120 

3,103,837 

15,446,915 

557,476 

11,607,663 



3,003,467 
622,259 

1,162,032 
395,273 

4,389,878 



19,594,846 
292,266 

1,927,729 
22,902,319 

3,624,149 



3,996,673 
1,275,516 



. 141207 
.296893 
.413351 
1.115535 
.207318 



.413993 
4.670742 
2.267014 

.846600 
13.583472 



.379975 
-432607 
.250321 
2.453793 
.213736 



12.170118 

1.992302 

9.914657 

.357510 

7.386410 



1.927475 
.335046 
.745830 
.253631 

2.817721 



12.677051 
.187420 

1.237487 
14.699649 

2.326064 



2.565474 
.819001 



1.12 
1.20 
2.77 
2.97 
3.88 



4.02 
4.12 
4.02 
4.25 
4.63 



4.73 

4.75 
6.09 
6.55 
5.72 



6.29 
6.71 
6.67 
6.45 
6 40 



6.28 
6.27 
6.86 
7.13 
6.98 



7.05 
7.69 
8.61 
8.65 
9.64 



10.15 
14.42 



$2,282,417,797 100. 004187 $165,796,922 99.9983031 ' 6.00 $146,032.844 $9,763,078!$149,287,203 $6,608,719 



$183,500 
401,806 
630,210 

1,738,072 
314,483 



645,406 

7,265,593 

3,531,720 

1,318,531 

21,091,678 



583,131 
673,696 
381,762 
3,792,291 
330,177 



18,081,690 

2,775,888 

13,893,839 

502,824 

10,789,142 



2,869,614 
499,811 

1,018,495 
342,983 

3,900,353 



17,677,036 
269,838 

1,742,602 
20,893,498 

3,212,320 



3,596,308 
1,194,548 



$36,531 
59,021 
13,486 



8,259 



10,942 



92 

70,863 



8,792 



8,181 

31,011 

3,272 



879,430 

327,949 

1,553,076 

54,662 

718,521 



133,863 
22,448 

143,537 
52,290 

489,526 



2,017,810 
32,427 

185,127 
2,008,821 

411,829 



400,365 
80,968 



$195,677 
421,479 
634,705 

1,738,072 
317,236 



645,406 

7,269,240 

3,531,720 

1,318,562 

21,115,299 



586,062 
673,696 
384,489 
3,802,628 
331,268 



18,374,833 

2,885,204 

14,411,631 

521,041 

11,028,649 



2,914,232 
607,294 

1,066,341 
360,413 

4,063,628 



18,249,639 
270,647 

1,804,311 
21,563,105 

3,349,696 



3,729,763 
1,221,537 



$24,354 

39,347 

8,991 



6,506 



7,295 



61 

47,242 



5,861 



5,464 

20,674 

2,181 



1— Ten. Cent. 
2— A., B. & A. 
3— G., M. & N. 
4— C., C. & O. 
6— C.&C. 



6- N. O. & G. N. 
7— S. A. L. 
8— Vir. 
9— N. & S. 
10— So. Ry. 



586,287: 

218,633 

1,035,384 

36,435 

479,014 



89,235 
14,965 
95,691 
34,860 
326,360 



1,345,207 
21,618 

123,418 
1,339,214 

274,553 



266,910 
53,979 



11— G. & S. F. 
12— G. & S. L 
13— L., H. & St. L. 
14— Cent, of Ga. 
16— W. Ry. of Ala. 



16—111. Cent 
17— M. & O. 
18— C. & O. 
19— C. & W. C. 
20— A. C. L. 



21— F. E. C. 

22 —Wash. Sou. 
23— N. O. & N. E. 
24— A. & V. 
25— Y. & M. V. 



26— L. & N. 
27— A. & W. P. 
28— A. G. S. 
29— N. & W. 
30— N., C. & St. L. 



31— C, N. O. & T. P. 
32— R., F. & P. 
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CHART No. 2— SOUTHERN DISTRICT 



t( 



15 



O-^KRCENnGE 
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EXPLANATION 

Of the Three Graphs Used for Each Railroad 

UPPER GRAPH shows each railroad's percentage of 
railway operating income on its proper- 
ty investment account averaged for the 
Test Period. 

MIDDLE GRAPH, ai a whole, shows each railroad's es- 
timated percentage of railway operat- 
ing income on its property investment 
account when yield for all railroads of 
District equals 6 per cent, on their 
aggregate property investment ac- 
counts. 
Unshaded portion shows part of income retained by 
railroad and shaded portion, part turned over to Con- 
tingent Funds while Individual Contingent Fund is heing 
created. 

LOWER GRAPH, as a whole, shows same as Middle 
Graph as a whole. 
Unshaded portion shows part of income retained by 
railroad and shaded portion, part turned over to General 
Railroad Contingent Fund after Individual Contingent 
Fund if created. 




a 
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Chart prepared for the National Transportation Conference by W. W. Salmon, BoehMttr, 



IS 
K. T. 
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TABLE No. 3— WESTERN DISTRICT 



No. 



AVERAGES OF TEST PERIOD— JULY 1, 1914, to JUNE 30, 1917 



ROAD 



Miles 

OPERAiajD 



Propebtt Investment Acct. 



Amount 



Percentage of 

District 

Total 



Railway Operating Income 



Amount 



Percentage of 

Property 

Investment 

Account 



Percentage of 

Total 

Railway 

Operating 

Income of 

District 



NATIONAL TRANSPORTATION CONFERENCE PLAN 



Temposabt Valuation 

roR Determining 

Excess Income 



Amovmt 



Percentage 

of 

District 

Total 



Estimated Ket Railway Operating Income in a Year When the Yield Equals 

6% UPON the Aggregate Property Investment Accounts op all 

OP THE Railroads op the District 



Amount 



Percentage 

of 

District 

Total 



Percentage 
on 

Property 
Investment 

Account 



Disposition op Net Operating Income 



In Period While In- 
dividual Contingent 
Fund is Being 
Built Up 



Retained by 
Railroad Co. 



Contribu- 
ted to Con- 
tingent 
Funds 



In Period After In- 
dividual Contingent 
Fund is Built Up and 
Maintained 



Retained by 
Railroad Co. 



Contribu- 
ted to Gen- 
eral Con- 
tingent 
Fund 



1 
2 
3 
4 
6 



6 
7 
8 
9 
10 



11 
12 
13 

14 
16 

16 
17 
18 
19 
20 

21 
22 
23 
24 
25 

26 
27 
28 
29 
30 

31 
32 



St. Louis, San Francisco & Texas 

Trinity & Brazos Valley 

Beaumont, Sour Lake & Western 

Missouri, Oklahoma & Gulf 

Fort Worth & Rio Grande 

Kansas City, Mexico & Orient. . . 

Colorado Midland 

Missouri & North Arkansas 

Quincy, Omaha & Kansas City. . . 
Fort Smith & Western 

San Antonio, Uvalde & Gulf 

Denver & Salt Lake 

Duluth, South Shore & Atlantic. . 
New Orleans, Texas & Mexico. . . 
San Antonio & Arkansas Pass 

Toledo, Peoria & Western 

Louisiana Ry. & Navigation Co . . . 

Chicago Great Western 

St. Louis Southwestern of Texas. 
Spokane International 

Chicago, Peoria & St. Louis 

St. Joseph & Grand Island 

Northwestern Pacific 

Texas Midland 

Western Pacific 

Midland VaUey 

Chicago & Alton 

Missotui, Kansas & Texas 

Colorado & Southern 

Spokane, Portland & Seattle 

Louisiana & Arkansas 

International & Great Northern, . 



240 
369 
180 
332 
235 



$10,314,420 
11,663,611 

4,229,378 
11,737,164 

8,097,543 



.132 
.149 
.054 
.150 
.104 



-$319,688 

- 238,883 

- 33,489 

- 83,713 

1,903 



-3.10 
-2.05 

- .79 

- .71 
.02 



738 
338 
365 
257 
254 



28,556,567 
15,041,472 
18,001,294 
6,468,954 
11,662,042 



.366 
.193 
.231 
.083 
.149 



16,023 
18,770 
13,775 
29,615 
82,164 



.06 
.12 
.19 
.46 

.70 



317 
225 
600 
191 

724 



4,757,513 
26,945,119 
48,349,534 
15,656,398 
24,212,173 



.061 
.345 
.620 
.199 
.310 



66,082 
320,707 
594,780 
220,979 
372,457 



1.18 
1.19 
1.23 
1.42 
1.54 



248 
342 
1,496 
811 
164 



10,029,946 
20,849,415 
167,836,512 
30,029,113 
10,198,633 



.129 
.267 
2.151 
.385 
.131 



159,029 
361,697 
2,976,371 
661,541 
192,604 



1.59 
1.73 

1.77 
1.87 
1.89 



255 
258 
607 
125 
950 



8,267,715 
18,425,401 
60,905,631 

2,761,264 
83,078,292 



.106 
.236 

.781 

.035 

1.065 



160,134 
369,024 

1,224,164 
59,531 

1,897,506 



1.94 
2.00 
2.01 
2.16 
2.28 



384 
1,063 
3,536 
1,103 

655 



17,641,228 

121,610,372 

235,848,860 

82,238,700 

61,125,699 



.226 
1.558 
3.022 
1.064 

.783 



440,928 
3,211,463 
6,617,206 
2,502,493 
1,877,602 



2.51 
2.64 
2.81 
3.04 
3.07 



291 
1,160 



12,086,769 
39,460,201 



.155 
.506 



408,716 
1,423,702 



3.38 
3.61 



.080 
.060 
.008 
.021 
.001 



1— St. L., S. F. & T. 
2— T. & B. V. 
3— B., S. L. & W. 
4— M., O. & G. 
6— Ft. W. & R. G. 



-$6,219,857 

- 4,643,431 

- 639,935 

- 1,631,054 

39,020 



.091366 
.068193 
.009400 
.023956 
.000573 



.004 
.005 
.003 
.007 
.020 



6— K. C, M. & O. 
7— Col. Mid. 
8— M. & N. A. 
9— Q., O. & K. C. 

10— Ft. S. & W. 



312,163 
366,792 
273,143 
577,502 
1,592,033 



.004583 
.006390 
.004010 
.008489 
.023383 



.014 
.080 
.148 
.056 
.093 



11— S. A., U. & G. 
12— D. & S. L. 
13— D., S. S. & A. 
14— N. O., T. & M. 
15— S. A. & A. P. 



1,084,768 
6,235,465 
11,667,852 
4,292,247 
7,226,684 



.016936 
.091577 
. 169768 
.063039 
. 106147 



.040 
.090 
.741 
.140 
.048 



16— T., P. & W. 
17— L, R. & N. Co. 
18— C. G. W. 
19— St. L. S. W. of T. 
20— S. L 



3,090,418 

7,031,482 

57,828,284 

10,917,917 

3,753,765 



.046384 
.103268 
.849349 
. 160358 
.066137 



.040 
.092 
.305 
.015 
.473 



21— C, P. & St. L. 
22— St J. & G. L 
23— N. W. Pac. 
24— T. M. 
25— W. P. 



3,106,026 
7,171,955 

23,786,867 
1,162,808 

36,882,116 



.045619 
.105339 
.349372 
.016980 
.641704 



.110 
.800 
1.648 
.622 
.468 



26— Mid. Val. 
27— C. & A. 
28— M., K. & T. 
29— C. & S. 
30— S., P. & S. 



8,668,887 

62,393,675 

128,680,137 

48,619,462 

36,491,910 



.125867 
.916412 
1.888519 
.714092 
.535976 



.102 
.366 



31— L. & A. 
32—1. & G. N. 



7,944,560 
27,673,292 



.116692 
.406447 



-$259,686 

- 182,226 

48 

- 8,162 
40,876 



169,647 

121,287 

73,324 

72,306 

116,077 



80,553 
422,663 
747,672 
313,923 
572,932 



211,453 
490,951 
3,754,127 
770,382 
236,890 



269,736 
462,127 

1,338,219 
89,604 

2,235,683 



520,739 
3,975,660 
8,314,050 
2,971,836 
2,088,976 



520,927 
1,956,056 



.055531 
.038872 



2.62 
1.66 



.001709 
.008757 



.07 
.50 



-$319,688 

- 238,883 

- 33,489 

- 83,713 

2,341 



.036309 
.025843 
.016691 
.015378 
.024775 



.59 

.81 

.41 

1.12 

1.00 



18,730 
22,008 
16,389 
34,650 
95,522 



.017300 
.090344 
.169768 
.067064 
. 122381 



1.69 
1.57 
1.55 
2.02 
2.37 



65,086 
374,128 
693,471 
267,635 
433,595 



.045066 
. 104868 
.801779 
. 164457 
.050618 



2.11 
2.35 
2.24 
2.67 
2.32 



185,425 
421,889 
3,469,697 
665,075 
225,226 



.055631 
.098674 
.285770 
.019222 
.477565 



3.14 
2.51 
2.20 
3.26 
2.69 



186,362 
430,317 

1,338,219 
69,768 

2,212,927 



.111275 
.849194 
1.775704 
.634760 
.446169 



2.97 
3.27 
3.53 
3.61 
3.42 



514,133 
3,743,621 
7,714,808 
2,917,168 
2,088,976 



.111275 
.417549 



4.31 
4.95 



476,674 
1,660,398 



$60,102 
56,667 
33,441 
75,551 
38,534 



-$299,664 

- 219,997 

- 22,342 

- 68,529 
15,186 



160,917 
99,279 
56,936 
37,656 
20,565 



69,036 
55,101 
36,367 
47,202 
102,374 



16,467 
48,636 
54,201 
66,388 
139,337 



70,242 
390,306 
711,538 
276,331 
480,041 



26,028 

69,062 

284,430 

116,307 

11,664 



194,101 
444,910 
3,564,507 
693,511 
229,114 



73,374 
31,810 



19,836 
22,766 



210,820 
440,920 

1,338,219 
76,380 

2,220,512 



6,606 

232,039 

599,242 

54,668 



616,335 
3,820,967 
7,914,555 
2,935,391 
2,088,976 



44,263 
294,658 



491,425 
1,758,617 



$40,068 
37,771 
22,294 
60,367 
26,689 



100,611 
66,186 
37,957 
25,104 
13,703 



10,311 
32,367 
36,134 
37,692 
92,891 



17,362 

46,041 

189,620 

76,871 

7,776 



48,916 
21,207 



13,224 
16,171 



4,404 

154,693 

399,495 

36,445 



29,502 
196,439 



1— St. L., S. F. & T. 
2— T. & B. V. 
3— B., S. L. & W. 
4— M., O. & G. 
6— Ft. W. & R. G. 



6— K. C, M. & O. 
7— Col. Mid. 
8— M, & N. A. 
9— Q., O. & K. C. 

10— Ft. S. & W. 



11— S. A., U. & G. 
12— D. & S. L. 
13— D., S. S. & A. 
14— N. O., T. & M. 
15— S. A. & A. P. 



16— T., P. & W. 
17— L. R. & N. Co. 
18— C. G. W. 
19— St. L. S. W. of T. 
20— S. I. 



21— C, P. & St. L. 
22— St. J. & G. L 
23- N. W. Pac. 
24— T. M. 
25— W. P. 



26— Mid. Val. 
27— C. & A. 
28— M., K. & T. 
29— C. & S. 
30— S., P. & S. 



31— L. & A. 
32—1. & G. N. 



Western District continuea on page 82. 
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CHART No. 3— WESTERN DISTRICT 



u 
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EXPLANATION 

Of the Two Graphs Used for Each Railroad 

UPPER GRAPH shows percentage of Aggregate Proper- 
ty Investment Accounts in Test Period. 

LOWER GRAPH shows percentage of the Aggregate 
Valuations derived by use of National 
Transportation Conference Formula, as 
a temporary basis for determining Ex- 
cess Income. 
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EXPLANATION 

Of the Three Graphs Used for Each Railroad 

UPPER GRAPH shows each railroad's percentage of 
railway operating income on its proper- 
ty investment accoimt averaged for the 
Test Period. 

MIDDLE GRAPH, as a whole, shows each railroad's es- 
timated percentage of railway operat- 
ing income on its property investment 
account when yield for all railroads of 
District equals 6 per cent, on their 
aggregate property investment ac- 
counts. 
Unshaded portion shows part of income retained by 
railroad and shaded portion, part turned over to Con- 
tingent Funds wfdle Individual Contingent Fund is leing 
created. 

LOWER GRAPH, as a wliole, shows same as Middle 

Graph as a whole. 
> Unshaded portion shows part of income retained by 

railroad and sliaded portion, part turned over to General 
SRailroad Contingent Fund after Individual Contingent 
iFund is created. 



I 2 a 

Western District contloQad on 
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TABLE No. 3— WESTERN DISTRICT— Continued 





AVERAGES OF TEST PERIOD— JULY 1, 1914, 


to JUNE 30, 


1917 




1 






NATIONAL TRANSPORTATION CONFERENCE PLAN 








ROAD 


Miles 
Operated 


Peopebtt Investment Acct. 


Railway Operating Income 




Tbmpobart Valuation 

roH Determining 

Excess Income 


Estimated Net Railway Operating Income in a Year When the Yield Equals 

6% UPON THE Aggregate Property Investment Accounts op all 

or THE Railroads of the District 






Amount 


Percentage of 

District 

Total 


Amount 


Percentage on 

Property 

Investment 

Account 


Percentage of 

Total 

Railway 

Operating 

Income of 

District 


Amount 


Percentage 

of 

District 

Total 


Amotmt 


Percentage 
, of 
District 
Total 


Percentage 
on 

Property 
Investment 

Account 


Disposition of Net Operating Income 




No. 


In Period While In- 
dividual Contingent 
Fund is Being 
Built Up 


In Period After In- 
dividual Contingent 
Fund is Built L^p and 
Maintained 






Retained by 
Railroad Co. 


Contribu- 
ted to Con- 
tingent 
Funds 


Retained by 
Railroad Co. 


Contribu- 
ted to Gen- 
eral Con- 
tingent 
Fund 
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Texas & Pacific 


1,944 

1,647 

171 

120 

836 


$110,182,256 

67,879,614 

9,013,267 

3,523,119 

81,195,069 


1.412 
.870 
.116 
.045 

1.040 


$4,138,786 

2,643,047 

366,412 

147,324 

3,546,351 


3.76 
3.89 
3.95 
4.18 
4.37 


1.031 
.658 
.089 
.037 

.883 


33— T. & P. 
34-M. & St. L. 
36— v., S. & P. 
36— M. R. 
37— K. C. S. 


$80,428,920 

51,358,696 

6,914,421 

2,856,295 

68,910,088 


1.181301 
.754336 
.101549 
.041948 

1.012116 


$6,139,652 

3,264,411 

423,189 

214,161 

4,164,341 


1.097801 
.694989 
.090344 
.045706 
.889347 


4.66 
4.79 
4.70 
6.08 
6.13 


$4,825,736 

3,081,522 

414,865 

171,378 

4,134,605 


$313,917 

172,889 

8,324 

42,783 

29,736 


$4,930,374 

3,139,152 

417,640 

185,639 

4,144,517 


$209,278 

115,259 

6,549 

28,522 

19,824 


33— T. & P. 


34 


Itf inneaooHs & St* Louis *•••■*■■• ••••*•• 


34— M. & St. L. 


36 


Vicksbirre'. Shreveoort & Pacific 


36— v., S. & P. 


36 




36— M. R. 


37 


TTaiiQaQ Citv Southern 


37— K. C. S. 








38 


LoQ Anp'eles & Salt Lake 


1,164 
7,434 
10,216 
7,645 
2,678 


77,693,910 
324,208,653 
680,348,423 
319,181,430 
176,913,464 


.996 
4.164 
7.436 
4.090 
2.254 


3,414,343 
14,352,672 
27,343,309 
15,079,956 

8,341,050 


4.39 
4.43 
4.71 
4.72 
4.74 


.850 
3.674 
6.808 
3.755 
2.077 


38— L. A, & S. L. 
39— Mo. Pac. 
40— C, M. & St. P. 
41— C,R.L&P. 
42— D. & R. G. 


66,342,543 
278,910,265 
531,333,459 
293,035,662 
162,083,082 


.974413 
4.096491 
7.803963 
4.303966 
2.370484 


3,909,689 
17,896,666 
32,620,691 
18,734,004 

9,644,266 


.835098 
3.822441 
6.967193 
4.001208 
2.069766 


5.03 
5.52 
5.62 
6.87 
5.48 


3,909,689 
16,734,616 
31,880,008 
17,682,140 

9,644,265 


1,162,050 

740,683 

1,161,864 


3,909,689 
17,121,966 
32,126,902 
17,966,095 

9,644,265 


774,700 
493,789 
767,909 


38— L. A. & S. L. 


L 39 


Missouri Pacific • 


39— Mo. Pac. 




Cliirfliro- Milwaukee & St. Paul * 


40— C, M. & St. P. 


41 


Chicago. Rock Island & Pacific 


41— C, R. I. & P. 


42 


Denver & Rio Grande 


42— D. & R. G. 








43 




4,778 

117 

943 

11,066 

477 


286,113,393 
10,544,953 
70,960,212 

956,211,005 
17,439,594 


3.666 

.135 

.909 

12.253 

.223 


13,610,028 

602,720 

3,398,024 

47,727,330 
971,267 


4.76 
4.77 
4.79 
4.99 
6.67 


3.389 

.126 

.846 

11.884 

.242 


43— St. L. & S. F. 
44— C. C. & C. S. 
45— St. L. S. W. 
46— So. Pac. 
47— C, R. I. & G. 


264,472,704 
9,770,716 

66,030,380 
927,437,699 

17,439,594 


3.884447 

.143612 

.969816 

13.621746 

.256150 


15,918,264 
691,462 

3,838,382 
64,412,263 

1,140,055 


3.399766 

.126226 

.819720 

11.621131 

243481 


6.56 
6.61 
6.40 
5.68 
6.64 


15,868,362 
686,243 

3,838,382 
64,412,263 

1,046,376 


49,892 
5,219 

93,679 


15,884,993 
687,983 

3,838,382 
64,412,263 

1,077,602 


33,261 
3,479 

62,453 


43— St. L. & S. F. 


44 


Crintili* Creek & Colorado Snrinsrs 


44— C. C. & C. S. 


45 


St Louiq Southwestern 


45— St. L. S. W. 


46 


Southern Pacific * 


46— So. Pac. 


47 


Chicapo. Rock Island & Gulf 


47— C, R. I. & G. 








48 


Mintipanoli<! St Paul & Sault Ste. Marie 


4,228 

8,108 

11,270 

6,614 

648 


182,018,693 
381,542,656 
688,749,805 
489,457,224 
15,544,731 


2.332 
4.889 
8.826 
6.272 
.199 


10,568,091 
23,404,272 
42,405,059 
30,690,489 
992,580 


5.81 
6.13 
6.16 
6.27 
6.39 


2.631 

6.828 

10.559 

7.642 

.247 


48— M.St.P.&S.S.M. 
49— C. & N. W. 
60— A., T. & S. F. 
51- No. Pac. 
62— St. L., B. & M. 


182,018,693 
381,542,655 
688,749,805 
489,457,224 
15,544,731 


2.663394 

5.603913 

10.116016 

7.188900 

.228317 


12,250,857 
27,667,018 
48,978,703 
34,378,970 
1,107,664 


2.616569 
6.909118 

10.460935 
7.342667 

, .236647 


6.73 
7.25 
7.11 
7.02 
7.13 


10,921,122 
23,404,272 
42,405,059 
30,690,489 
992,580 


1,329,735 
4,262,746 
6,573,644 
3,688,481 
115,084 


11,364,367 
24,825,187 
44,696,274 
31,919,983 
1,030,941 


886,490 

2,841,831 

4,382,429 

2,458,987 

76,723 


48— M.St.P.&S.S.M'. 


49 




49— C. & N. W. 


60 


Atchi«?on- Tooeka & Santa Fe 


50— A., T. & S. F. 


51 


Northern Pacific 


61— No. Pac. 


62 


St. Louis. Brownsville & Mexico 


62— St. L., B. & M. 








63 


Chirflp-o SK Paul. Minneanolis & Omaha 


1,763 

8,173 

257 

112 

7,982 


76,267,674 

433,599,261 

6,478,677 

4,604,258 

573,885,057 


.977 

5.656 

.070 

.058 

7.354 


4,973,399 

29,063,531 

367,389 

302,652 

38,566,152 


6.52 
6.70 
6,71 
6.72 
6.72 


1.238 

7.237 

.091 

.075 

9.603 


63— C.St.P.,M.&0. 
64— Gt. Nor. 
56— W. V. 
56— A. & N. M. 
57— Un. Pac. 


76,267,674 

433,599,261 

6,478,677 

4,504,258 

673,885,057 


1.120186 

6.368485 

.080473 

.066153 

8.428936 


6,908,646 

33,032,743 

420,290 

345,159 

43,563,670 


1.262044 

7.055188 

.089704 

.073685 

.9.302263 


7.74 
7.62 
7.68 
7.66 
7.59 


4,973,399 

29,063,531 

367,389 

302,652 

38,666,152 


935,247 

3,969,212 

52,901 

42,507 

4,987,418 


5,285,148 

30,386,602 

385,023 

316,821 

40,228,625 


623,498 

2,646,141 

35,267 

28,338 

3,324,945 


53— C. St. P. M. & O. 


64 




54— Gt. Nor. 


66 


Wichita Valley 


55— W. V. 


66 


Arizona & New IVIexlco. 


56— A. & N. M. 


67 


Union Pacific 


57~Un, Pac. 








68 


Chicago. Burlinffton & Ouincv 


9,372 
454 

1,028 

273 

413 

36 


484,607,951 
25,245,533 
52,833,436 
27,329,825 
37,975,004 
6,872,337 


6.208 
.324 

.677 
.350 
.487 
.088 


33,991,042 
1,904,241 
4,247,681 
2,400,382 
6,374,561 
1,300,507 


7.02 
7.54 
8.04 
8.78 
14.15 
18.92 


8.464 
.474 

1.058 
.598 

1.338 
.324 


68— C, B. & Q. 
69— F. W. & D. C. 
60— E. P. & S. W. 
61— D. & I. R. 
62— D., M. & N. 
63— B. & G. 


484,507,951 
25,245,533 
62,833,436 
27,329,825 
37,975,004 
6,872,337 


7.116211 
.370801 

.776985 
.401409 
.557758 
.100933 


39,104,355 
2,195,622 
4,763,081 

2,782,128 
6,928,908 
1,418,909 


8.351832 
469022 

1.017282 
.594180 

1.266316 
.303070 


8.07 

8.70 

9.02 

10.17 

15.61 

20.64 


33,991,042 
1,904,241 
4,247,681 
2,400,382 
5,374,561 
1,300,507 


6,113,313 
291,381 
515,400 
381,746 
554,347 
118,402 


35,695,480 
2,001,368 
4,419,481 
2,527,631 
6,559,343 
1,339,974 


3,408,875 
194,254 
343,600 
254,497 
369,565 
78,935 


68— C, B. & Q. 


69 


Fort Worth & Denver Citv 


59— F. W. & D. C. 


60 


El Paso & Southwestern . . . 


60— E. P. & S. W. 


61 


Duluth & Iron Rans:e 


61— D. & I. R. 


62 




62— D., M. & N. 


63 


Binffham & Garfield 


63- B. & G. 












130,250 


$7,804,087,319 


100.000 


$401,619,624 


5.15 


100.005 




$6,808,563,487 


99.980582 


$468,215,761 


99.839602 


6.00 


$428,683,873 


$39,531,888 


$441,861,172 


$26,354,68y 
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CHART No. 3— WESTERN DISTRICT— Continued 
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EXPLANATION 

Of the Two Graphs Used for Each Railroad 

UPPER GRAPH shows percentage of Aggre- 
gate Property Investment Accounts in 
Test Period. 

LOWER GRAPH sliows percentage of the Aggre- 
gate Valuations derived by use of the 
National Transportation Conference 
Formula, as a temporary basis for de- 
termining Excess Income. 




10 



12 



13 



U 



IS 



16 



IT 



19 



20 




EXPLANATION 

Of the Three Graphs Used for Each Railroad 

UPPER GRAPH shows each railroad's percentage of 
railway operating income on its proper- 
ty investment account averaged for the 
Test Period. 

MIDDLE GRAPH, as a whole, shows each railroad's es- 
timated percentage of railway operat- 
ing income on its property investment 
account when yield for all railroads of 
District equals 6 per cent, on their 
aggregate property investment ac- 
counts. 
Unshaded portion shows part of income retained by 
railroad and shaded portion, part turned over to Con- 
tingent Funds while Individual Contingent Fund is ieing 
created. 

TjOWER graph, as a wliole, shows same as MiddU 
Graph as a whole. 
Unshaded portion shows part of income retained by 
railroad and shaded portion, part turned over to General 
Railroad Contingent Fund after Individual Contingent 
Fund is created. 
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TABLE No. 4— SOUTHERN DISTRICT 



Table illustrating distribution of part of General Contingent Fund in a year when aggregate net operating income of railroads of a district 
is less than 6% on their aggregate property investment accounts and also showing what part of the moneys received in such distribution is 
turned back to General Contingent Fund by certain of the Railroads. 



No. 



6 
7 
8 
9 

10 



11 
12 
13 
14 
15 



16 
17 
18 
19 
20 



21 
22 
23 
24 
26 



26 
27 
28 
29 
30 



31 

82 



ROAD 



Tennessee Central 

Atlanta, Birmingham & Atlantic 

Gulf, Mobile & Northern 

Carolina, Clinchfield & Ohio 

Coal & Coke 

Kew Orleans & Great Northern 

Seaboard Air Line 

Virginian 

Norfolk Southern 

Southern (Inc. Va. & S. W.) 

Georgia Southern & Florida 

Gulf & Ship Island 

Louisvilie, Henderson & St. Louis 

Central of Georgia 

Western Ry. of Alabama 

Illinois Ceatral 

Mobile & Ohio 

Chesapeake & Ohio 

Charleston & Western Carolina 

Atlantic Coast Line 

Florida East Coast 

Washington Southern 

New Orleans & Northeastern 

Alabama & Vicksburg 

Yazoo & Mississippi Valley 

Louisville & Nashville 

Atlanta & West Point 

Alabama Great Southern 

Norfolk & Western 

Nashville, Chattanooga & St. Lotas 

Cincinnati, New Orleans & Texas Pacific 
Richmond, Fredericksburg & Potomac. . . 



Assumed operating revenues in 

year when shortage of net 

income for district equals 

$6,508,719 



Amount 



$1,797,252 
3,983,368 
2,322,650 
4,063,267 
1,290,665 



1,916,218 
30,345,146 
10,242,473 

5,299,914 
92,025,691 



2,983,428 
2,328,741 
2,226,650 
16,024,537 
1,725,860 



87,144,786 
13,604,506 
54,643,794 
2,401,444 
44,063,331 



8,140,167 
2,763,407 
4,969,265 
2,139,316 
18,152,123 



76,907,387 

1,770,250 

7,151,055 

65,910,242 

15,194,755 



13,051,819 
5,249,407 



Total 



$601,832,914 



Percentage 



.2986 
.6618 
.3860 
.6751 
.2145 



.3184 
6.0421 
1.7018 

.8806 
15.2910 



.4957 
.3870 
.3700 
2.6627 
.2868 



14.4800 

2.2606 

9.0796 

.3990 

7.3215 



1.3525 
.4591 
.8256 
.3554 

3.0161 



12.7789 
.2941 

1.1882 
10.9516 

2.5248 



2.1687 
.8722 



100.0000 



Receipt from 

General 

Contingent Fund 



$19,435 
43,074 
25,123 
43,940 
13,961 



20,724 
328,176 
110,765 

57,316 
995,248 



32,263 
25,189 
24,082 
173,308 
18,667 



942,463 
147,136 
590,966 
25,970 
476,536 



88,030 
29,882 
53,736 
23,132 
196,310 



831,743 

19,142 

77,337 

712,809 

164,332 



141,156 
66,769 



Returned to 

General 

Contingent Fund 



$12,957 

28,716 

8,991 

6,506 



7,295 



61 

47,242 



5,861 



6,454 

20,674 

2,181 



586,287 
98,091 

393,977 
17,313 

317,691 



68,687 
14,965 
35,824 
15,421 
130,873 



554,495 

12,761 

51,558 

475,206 

109,555 



94,103 
37,846 



$6,508,719 



$3,149,591 



Net receipt from 

General 
Contingent Fund 



$6,478 
14,358 
16,132 
43,940 
8,455 



20,724 
320,881 
110,765 

57,255 
948,006 



26,402 
25,189 
18,628 
152,634 
16,486 



356,176 

49,045 

196,989 

8,657 
158,845 



29,343 
14,917 
17,912 
7,711 
65,437 



277,248 

6,381 

25,779 

237,603 

54,777 



47,052 
18,923 



$3,369,128 



j^Tq.j,j,^ — Aggregate deficiency assumed is $6,508,719 (an amount equaling total excess income of district in a 6% year). Railroad Operating Revenues 
are assumed to equal those of year ending December 31, 1917. 
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CHART No. 4— SOUTHERN DISTRICT 



PERCENTAGE— >-0 

1 TEN. CENT. tS" 

2 A.a& A. 

3 0.M.& N. 
« C.C.&0. 
sCOAL&COKEtb 
< N.0.& O.N. ^ 
7 8.A.L. 

• VJRGINIAN 

• N.&'S. 
10 SOUTHERN 
tt G.8.& F. 

12 6.&S.I. 

13 L.H.& ST. L. 
uCENT.ofGA. 

15 WRYoFALAjhn 

16 ILL. CENT. 



3 4 



10 



12 



13 



U 



15 



16 



17 



18 



19 



20 



21 




EXPLANATION 

Of graphs showing relation between Contributiona 

to and Distributions of General Railroad 

Contingent Fund. 

UPPER GRAPH shows percentage of total Contribu- 
tion. 

LOWER GRAPH, as a whole, shows percentage _ of 
total Distribution. Shaded portion 
shows part retained by Railroad and 
unshaded portion, part returned to Gen- 
eral Railroad Contingent Fund. 

For fuller explanation see accompanying table. 
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ORGANIZATION OF BOARDS OF DIRECTORS 

OF CONSOLIDATED RAILROAD 

COMPANIES 



Section 18. Any railroad corporation that may be allowed hy 
the Federal Transportation Board to acquire the securities or prop- 
erties of other railroad companies and to form a consolidated rail- 
road system under the jurisdiction of the United States shall he 
required by the Board to organize with a Board of twelve directors, 
one of whom shall be a representative of the employes of the sys- 
tem and nominated for that position by such employes, and three 
of whom shall be selected by the Federal Transportation Board to 
represent the principal interests involved in the territory served 
by such system. The Board of Directors thu^ selected shall make 
such regular and special reports to the Transportation Board as 
that Board may require. 

[In preparing a bill embodying in legislative form the Confer- 
ence program, it was decided to recommend ttvo representatives of 
the employes and two (instead of three) representatives of the 
public interests.] 

This recommendation of the National Transportation Conference 
was made because that group of men coming from many walks of 
life all felt that the railroad business is of a public nature — that 
it diflEers from purely private enterprises. The railroads serve the 
entire public. The business opportunities, living conditions, social 
organization and the very success of government itself are depend- 
ent upon, and indeed are largely determined by, the extent and 
character of transportation services, especially the services of rail- 
road transportation. 

To make the railroads government enterprises in the United 
States would be to reduce the ability of the railroads to serve the 
public, and would retard the future development of transportation 
facilities. Private initiative in the ownership, operation and de- 
velopment of American railroads is of vital importance to the 
public; but while retaining the benefits of private initiative it is 
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desirable that the public should have some share in the manage- 
ment of the railroads. 

If the public is given a share in the management of the rail- 
roads it will be able to regulate them more intelligently. Eegula- 
tion can be co-operative, constructive and helpful, rather than 
merely corrective and punitive. The public will have a more 
intimate knowledge of what must be done to improve the railroad 
service and to bring about the development of facilities; and, 
what is especially important, the misunderstaxtdings and friction 
between public authority and the companies managing the rail- 
roads will be minimized. 

In the past the managers of the railroads and the governmental 
officials regulating the railroads have occupied opposing camps, 
each side trying to checkmate the other. This attitude on the part 
of public authority has enabled the government to correct many 
of the abuses that grew out of the unrestrained competition of the 
railroads when they were regarded by their owners as strictly 
private enterprises; but the time has come for railroad managers 
and public officials to occupy the same camp and to co-operate in 
bringing about improvements of the railroad service and in secur- 
ing the maximum development of transportation facilities. 

To facilitate the co-operation of the railroad companies and 
public officials in the development and enforcement of policies 
in the public interest, the Transportation Conference recommends 
that the railroad companies of the future shall be required by the 
Federal Transportation Board to organize with Boards of twelve 
directors, two of whom shall be selected by the Federal Trans- 
portation Board to represent the principal interests served by the 
several railroad systems. 

The plan is that there shall be upon each of the directorates of 
the consolidated railroad companies that are to be formed by the 
merger of existing lines in accordance with plans approved by the 
Federal Transportation Board, two directors selected by govern- 
ment authority to represent, not the government, but the public, 
i. e., the agricultural, manufacturing, commercial or other dom- 
inant interests of the territory served by each railroad. The direct- 
ors thus selected to represent the public are to make such regular 
and special reports to the Federal Transportation Board as that 
Board may require. In this manner the government agency 
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primarily responsible for the administrative regulation of the rail- 
roads will be kept in vital relation with the boards of directors 
that manage the railroads. Eegulation will thus become intelligent 
and direct, and can be made constructive as well as corrective. 

For reasons similar to those that make it desirable for the public 
to be represented upon the directorates of the consolidated rail- 
roads of the future, it is advisable to provide for the representa- 
tion of railroad employes upon the boards of directors. The pres- 
ence of two representatives of the employes upon the board of direct- 
ors of each railroad company will be beneficial to the public, the 
railroads and the employes. It will promote a better understanding 
between employes and employers; it will help to establish and 
maintain mutual confidence. It is a policy in hai-mony with the 
tendency of the times. It means more co-operation and greater 
democracy in industrial affairs. 

The National Transportation Conference recommends that the 
representatives of the employes of a railroad company upon the 
board of directors shall be nominated by the employes of the 
system. They should be as truly representative of those who select 
them as are any of the other ten members of the board of direct- 
ors. Without doubt, the representatives selected by the employes 
will be men having the confidence of the employes and the respect 
of the employers and will prove to be very helpful members of the 
board. 

PEEVEimON OF THE EeCUEEENCE OF PasT AbTJSES IN RaILEOAD 

Managbmient 

The Transportation Conference gave careful consideration to 
measures proposed for inquiring into the practices of railroad 
management and for preventing the recurrence of past abuses 
therein. The members of the Conference, like other open-minded 
students of the railroads, are aware of the shortcomings as well 
as the virtues of the railroads. As is said in the statement regard- 
ing, the powers and duties of the proposed Federal Transportation 
Board: "Because of the incompleteness of the past regulation of 
railroads, the financial and other practices of those irresponsible and 
unscrupulous men who unfortunately are to be found in limited 
number in practically every line of business, have brought ruin 
upon some American railroad systems and have injured the secur- 
ities of all railroad companies in the minds of the investing public." 
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The railroad business in the United States, as the result of a 
long period of government regulation, probably has higher ethical 
standards than most other kinds of business; but, on account of 
the public nature of their service, it is desirable that the railroads 
should not only be more ethical than other business organizations, 
but should be freed of all suspicion of unethical practices on the 
part of any companies. The railroads should set the standard of 
business morality. It is for this reason that "the Conference favors 
the adoption by Congress of the plan * * * of promoting, in the 
highest degree, both legal and moral accountability upon the part 
of railroad directorates and of railroad executive ofBcers." 

It is the hope of the Transportation Conference that future 
government regulation may give to corporate management of the 
railroads a public nature. It has long been recognized that the 
railroad service is of a public nature ; it is possible and desirable to 
give to railroad management the same characteristic. It is be- 
lieved that this can be accomplished by carrying out the plan 
recommended by the Transportation Conference — ^by requiring the 
consolidated railroads of the future to organize with directorates 
containing, along with directors representing the owners of the 
property, a representative of the employes and representatives of 
the principal interests. served by the several systems. 



XII 



BOARDS FOR ADJUSTMENT OF 

WAGES AND WORKING 

CONDITIONS 

By W. N. DOAK 

(Statement before the Committee on Interstate and Foreign 
Commerce of the United States House of Eepresentatives, July 35, 
1919.) 

Committee on Interstate and Foreign Commerce 

House of Eeprbsentatives^ 
Friday, July 35, 1919. 

The committee met at 10 o'clock a. m., Hon. John J. Bsch 
(chairman) presiding. 

Mr. DoAK. I am here, Mr. Chairman, this morning in my indi- 
vidual capacity. I am vice-president of the Brotherhood of Eail- 
road Trainmen. 

Mr. Winslow. But you do not appear for the brotherhood? 

Mr. DoAK. No; not in this instance. 

Gentlemen, in appearing before the committee this morning I 
do so at the request of the National Transportation Conference 
Committee to discuss only one subject of this proposed plan, and 
that is the plan indorsed by the National Transportation Confer- 
ence dealing with the adjustment of labor disputes. 

It is only fair to say to the committee that the railroad brother- 
hoods are committed to another plan. All of the organizations 
have indorsed what is known as the Plumb plan, which is a form of 
government ownership. Consequently, the organized labor of the 
railroads and I myself are committed to that plan, but having 
spent several months, or having spent some time during several 
months with the gentlemen composing the National Transporta- 
tion Conference and discussing the different phases of this ques- 
tion, the National Conference has adopted the same plan of ad- 
justing wages and conditions of service as proposed in the Plumb 
plan, and having had a part in those conferences, I was requested 
by the Conference to appear before the committee and present 
their views on this subject. 
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I want to make this statement, in fairness and justice to the 
gentlemen of the Conference — that they may have made a most ex- 
haustive study, and all of their deliberations have been conducted 
with the utmost frankness and freedom. They tried to assemble 
as many representative men as it was possible in this conference 
from the different walks of life, and every one has had an oppor- 
tunity in their conferences to frankly and freely express his views, 
and I am quite sure that the committee can well afford to give 
consideration to their plan. I am convinced that there are no 
selfish or ulterior motives that prompted these gentlemen during 
their deliberations. 

We differ on the question of government and private ownership. 
I think there are some most excellent features connected with this 
plan, and if we have government ownership, I think the Plumb 
plan is the only one that has been proposed that would cover the 
situation fully. If private ownership is to be the policy, I think it 
would be well to give careful consideration to the plan adopted by 
the national conference. 

Mr. Wheeler and other gentlemen have appeared before you and 
have discussed the different features of the plan. I shall only 
dwell on this feature: 

"The Conference favors the adjustment of wages, hours of labor, 
and other conditions of service of railroad employees by boards 
consisting of equal numbers of representatives of employes and 
officers of the railroads, with appeal, in cases of the disagreement 
(deadlocks) of an adjustment board, to the Federal Transportation 
Board as referee." 

For a number of years the question of the adjustment of dis- 
putes arising from requests for increases in wages and the adjust- 
ment of many of the numerous grievances arising on the railroads 
has been a subject of general public concern. 

In this country we have always had what might be termed volun- 
tary systems; and I think that under our old Erdman Act, which 
was later supplanted by the Newlands Act, we have had more ac- 
commodations than in any other country in the world, with their 
so-called compulsory acts or labor courts, and practically all of 
these matters have been disposed of without any suspension of 
business. 

But in 1916, when the four transportation brotherhoods inaugu- 
rated their 8-hour movement, an accommodation was not had under 
the provisions of this law, with the result that Congress, after the 
President had intervened, passed what was known as the Adamson 
law. 

There has been a great deal of difference of opinion as to that 
particular law. Personally, I do not know whether it ever amounted 
to anything or not, because, outside of a declaration by the court 
holding it to be constitutional, in practical application, we do not 
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know what it means. It temporarily stopped any action on the 
part of the employes in looking to a suspension of business but 
it did not settle the question. It was a mere declaration, and, as 
a result, the employes finally had to take steps to see that it became 
effective or that the 8-hour day became effective. A second serious 
crisis became almost inevitable, it seemed, and on the morning of 
the 19th of March, 1917, before the court had finally passed on 
the constitutionality of the act, an agreement was reached between 
the national conference committee of railroads and the represen- 
tatives of the employees providing a method for the application 
of the 8-hour day. 

One plan provided how it would be applied in the event the law 
was declared unconstitutional, and another how it would be applied 
in the event it was declared constitutional. At noon that day the 
court, after this agreement had been reached, rendered its decision, 
upholding the constitutionality of the act. 

At this conference certain basic principles for the application of 
the basic 8-hour day were outlined; but anticipating that with all 
of the care that had been exercised there would be many contro- 
versies arising when this law was to be applied to sixteen or seven- 
teen hundred different schedules over the country, the parties 
agreed that there would be a commission appointed composed of 
four managers or four representatives of the railways and four 
representatives of the employes, whose duty it would be to apply 
this principle to the different schedules and settle all questions of 
controversy arising from the application of the basic 8-hour day. 

This commission was in existence about a year, or probably a 
little over a year, and during that time they had somewhere in the 
neighborhood of between thirty and forty thousand disputes arising 
out of the application of this basic 8-hour day to the individual 
schedules. But the singular feature of it was this, that of these 
numerous cases that were referred to them their decision was 
unanimous in all the cases with the exception of one or two. 

As a result, when the contention of different ones followed that 
it was necessary to have some compulsory form of investigation or 
arbitration in this country, the transportation brotherhoods ap- 
peared before your committee and stated that they believed it was 
unwise to attempt a plan of that kind, and they thought more good 
could be accomplished if we had voluntary boards, or even a feder- 
ally created board, evenly balanced, to adjust all wage disputes. 

After the declaration of war there was no desire on the part of 
any of the employes to interfere with transportation in any way; 
and after the period of governmental control it was decided that there 
would be created a commission or a board with extended authority 
to take the place of the commission of eight that was created 
solely for the purpose of handling questions arising out of the 
application of the basic 8-hour day, and an agreement was entered 
into by the chief executives of the organizations, on the one hand. 
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and the regional directors on the other, and approved by the 
director general, and issued in what is known as General Order No. 
13. There were eight men selected. The regional directors, on the 
one hand, selected four operating oflScers and the chief executives 
of the four transportation brotherhoods, on the other hand, selected 
four officers, one from each of the respective organizations. The 
board was organized on April 8, 1918, and up to the recess of the 
board last night we had handled about 1,100 disputes, involving 
almost every form of discipline and schedule disagreements imag- 
inable, and no dissenting opinion has yet been filed by the board, 
and I think it is safe to say that in practically all of these cases 
there was a unanimous decision of the board. 

Following the creation of railway board of adjustment No. 1, a 
short time, railway board of adjustment No. 2 was created, which 
handles cases of shop men, and it is created just in the same manner 
with an equal number on each side. Later, railroad board of ad- 
justment No. 3 was created, which takes in the other classes of 
employes on the railroads. 

Mr. Sims. All other classes ? 

Mr. DoAK. All of the remaining classes on the railroads. 

Mr. Dew ALT. What does railway board No. 1 handle? 

Mr. DoAK. Disputes of the four transportation brotherhood em- 
ployes. 

With the issuance of General Order No. 27, which is a wage 
order, which was issued about the 1st of June of last year and made 
retroactive to January 1, 1918, the director general provided for 
the creation of a wage board whose duty it would be to investigate 
wage questions and make recommendations to the director general. 
That board has been functioning since that time. 

The Chaieman. That is an additional board to the adjustment 
boards. 

Mr. DoAK. Yes, Mr. Chairman, it handles only questions per- 
taining to the wages of employes, increases in wages, and it is 
purely an advisory board that makes exhaustive studies. They 
study these questions all the time and make their recommendations 
to the director general. Boards of adjustment have absolute 
authority and their decision is final, and not subject to review by 
the director general, only in such cases where it involves an inter- 
pretation of a wage order, and in those cases we review them and 
make the recommendations to the director general as to how it 
would be applied on that certain property. 

When the national transportation conference met, labor repre- 
sentatives were invited to participate in the conference, and I pre- 
sented, or tried to present to the gentlemen of the conference, 
this question just as I am presenting it now, in about the same 
language and in about the same way, with the result that they 
indorsed the principle, and they asked me to present it to your 
committee as I had to them. 
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The question may be asked, whether or not this would work out 
under private ownership ? I will say to you frankly that a plan of 
this kind can be worked out under any form, be it Government 
regulation, strictly private ownership, or Government ownership 
because it has been tried out under private ownership and it has 
been tried out under Government control, and so far it has been 
a decided success. No one ever thought years ago that such a 
thing was possible — to take eight partisans, if you please, or so- 
called partisans, and put them on a board, that they would settle 
such disputes, but having served on Board No. 1 since it was 
created, I am prepared to say that the four gentlemen representing 
the railroads have met us in the broadest, most liberal manner, 
and you would be surprised to know how easy it is for us to arrive 
at a conclusion after we hear the arguments in a case. 

In ease we have a deadlock, there is provision made that the direc- 
tor general will act as the referee, but in case five of us agree, that 
is final. Knowing that, we have tried to reach an agreement, and 
we have, in every single case that has been presented to us. 

I have no doubt the question would be raised as to who would act 
as referee. That is a matter that could be very easily taken care of, 
and of course, in the plan that the National Conference has 
adopted, they provide that the transportation board shall act as 
referee, and I assume that when you get through with this legis- 
lation, whether it is Government ownership or what not, there will 
be some kind of a board created, and whatever that board is, it 
can easily referee in those cases, because from past experience, the 
referee has nothing to do. 

It would no doubt be asked, how you could handle it if you had 
strictly private ownership, where would you get authority? That 
is very easily answered. In my opinion, practically all the rail- 
roads will come in and the organizations will come in. Those that 
do not, the two parties will make it very uncomfortable for them 
before they get through with them and they will be glad enough 
to come in. 

Mr. Denison. Whom do you mean by the two parties ? 

Mr. DoAK. The railroad managers who have come in on the one 
side and the employes on the other side. We found in the ex- 
perience of the commission of eight that certain railroads did 
not give authority to the National Conference Committee to repre- 
sent them. Later when they were confronted with the question of 
either settling with the employes or having their business seriously 
interfered with, they came to the board and asked them to arbitrate 
their differences. We have acted as arbitrators in several cases on 
Railway Board Adjustment No. 1 on small lines that were not 
under Government control. After the machinery is once estab- 
lished, gentlemen, I am convinced of its practicability because as 
hard as we have worked since last April, when we adjourned yester- 
day there were 479 eases awaiting action before the board. I under- 
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stand that the other two boards have been about as successful as 
our board. Of course, they have not had the numerous cases that 
we have had to adjust. 

Mr. Sanders of Indiana. How many are there on the other 
boards ? 

Mr. DoAK. Twelve on one and eight I think on the other. I 
think that Board No. 3 has 8 and Board No. 3 that takes in the 
miscellaneous crafts has 13. I want to say also that the board of 
railroad wages and working conditions is likewise composed of 
equal representatives, three from each side, and they have gotten 
along very nicely. I understand their recommendations have been 
practically unanimous, all of them. 

There is one thought which I should like to leave with you. As 
I explained to the Conference, do not attempt to provide for any- 
thing further than voluntary arrangements in connection with 
boards of this kind. I do not believe that' a purely governmental 
board will work, and there is a reason for it. While we have ap- 
proached these questions in the broadest and most liberal spirit and 
the results are here to speak for themselves, we have not lost our 
connection with our respective sides, and consequently we can go 
to them and advise them and they can likewise come to us. In that 
way we know the things that we represent and we suggest many 
things that we could not if we were a strictly governmental board. 
The other feature of it is this. I do not care whether it is a man 
operating a railroad or a man braking on a train, or a lawyer, or 
a Member of Congress, we are all American citizens and you can 
lead us to do anything within reason, but you generally can not 
drive us to do anything. The minute you would give a policy the 
stamp of compulsory action you would to a great extent limit it in 
its efforts. 

I think there should be a plain declaration by Congress in what- 
ever plan you adopt. Somewhere in your bill you should provide 
that boards shall be created to dispose of disputes and then leave 
the details, leave all the rest to the employer and employe to work 
out. If you do that I think you will get results. The employes 
and likewise the manager have some hesitancy in going to a gov- 
ernmental tribunal that they would not have in going to a board of 
this kind. In the Dominion of Canada the War Board created a 
similar board. It takes in all of the classes and they can handle 
on request anything and act as arbitrators in any case. It is purely 
a voluntary arrangement, each side pays its pro rata part of the 
expense and they have gotten along in a most admirable way, and 
they have adjusted many, many complaints. The only difference 
with our boards is that each side pays their representatives on the 
board, but the cost of maintenance of the officers is borne by the 
Railroad Administration. It was created by voluntary agreement 
and it has been maintained that way, and that is what I would 
suggest to you gentlemen as a solution of the labor question of the 
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American railroads. Our experience has demonstrated the practi- 
cability of it and the feasibility of the plan. 

I was asked the other day what I would suggest to be done with 
the Newlands Act and the Board of Mediation and Conciliation. I 
stated at that time that I would not interfere with it at all, that 
there might be eases, there might be times and certain conditions 
under which the parties would desire to invoke mediation. If such 
is the case, I would let it continue. That law has adjusted more 
disputes, gentlemen, than any other piece of legislation that was 
ever passed on the face of the earth. 

In the Railroad Administration, I understand, they have media- 
tors that go out in certain cases and use their good offices to bring 
about adjustments of schedule revision cases, or to make new 
schedules with some of the railroads where the employes were not 
organized and had no agreement prior to the period of Government 
control, and I think it would be just as well to let the Board of 
Mediation and Conciliation, as provided in the Newlands Act^ con- 
tinue to function in cases of private ownership of railroads after 
this period of Government control ceases. 

Of course, the transportation brotherhoods feel that Government 
ownership is the proper thing and that possibly labor adjustments 
could be more easily taken care of under that plan, but these gentle- 
men of the National Transportation Conference feel that the sug- 
gested method of labor adjustment ought to be adopted as a part 
of their plan ; and, frankly, the method can be carried out about as 
easily under their plan as under Government ownership of the rail- 
roads. 

I know what is in the mind of each of you gentlemen, that if 
somebody has a solution for the labor question of the American rail- 
roads that you will be most happy to give it careful consideration. 
I think we have one ; I think it is practical, and I think it is worthy 
of your consideration. I will say that the gentlemen representing 
the National Transportation Conference think so, and they have 
given careful consideration to it. The gentlemen interested in the 
Plumb plan think so. I think if you ask the representatives of the 
Eailroad Administration, who have been handling these matters, 
that they will say there is one thing at least in which the Eailroad 
Administration has been successful, and that is in the handling the 
labor disputes with the four transportation organizations since and 
prior to the beginning of the war. — 
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NECESSITY FOR ARTICULATION OF 

RAILROADS, WATERWAYS 

AND HIGHWAYS 

By WALTER S. DICKEY. 

"Moving things" and "freighting," next to subsistence itself, is 
the world's greatest enterprise. 

Congress having by legislation, regulation, taxation, and earning 
limitation, restricted Eailroad progress, should now approach the 
rehabilitation in a sympathetic manner. 

Increasing population and traffic requires rapid expansion and 
co-ordination of every feasible means for moving men and merchan- 
dise throughout the vast area of the United States. 

Diversification and encouragement of transport facilities have not 
kept pace with the enormous commercial growth of the country, 
and unless facilities are provided, the domestic trade, swelled by 
goods for export, will be disastrously affected. 

Motor trucks and hard roads are now a short haul factor. The 
extension of the use of trolleys for freighting, the expansion of 
terminals, the double tracking of rail lines, and the enlarged use 
of waterways, lakes, canals and rivers, all combined into a National 
System, must be accomplished rapidly if congestion is to be avoided. 
To handle the increasing volume of the nation's business at home 
and abroad, will require careful planning. 

Federal encouragement, the co-ordination of terminal and trans- 
fer facilities would stimulate action. It is believed that the adop- 
tion of the recommendation of the National Transportation Con- 
ference for the creation of a federal transportation board, clothed 
with large powers, would promote the development of a national 
system of rail, water and highway transportation, and the articu- 
lation of all. Unless forward-looking legislation provides for some 
such development upon a huge scale, the United States is threatened 
with a national calamity. 
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We cannot afford to renew again experiences of 1906 when short- 
age of motive power and equipment, and embargoes and blockades 
were disastrous to industry. At that time the Great Pennsylvania 
System, to clear its tracks and sidings, refused all freight for 
seventy-two hours, and west of the Mississippi and the Missouri, 
grain remained tiU snow fell, piled on the open prairie adjoining 
railroad stations, waiting, waiting, waiting for railway equipment. 
During this time the vast potential power of the Mississippi and its 
navigable tributaries as freight carriers was overlooked and neg- 
lected. 

Doubling the domestic trade of the United States, already the 
most gigantic trade in all the world, and tripling the foreign busi- 
ness, must come with the advance of the United States to its new 
place in world's afEairs, and this growth of trade calls for a corre- 
sponding development of transportation. 

The Federal Government must, in some way, stimulate the 
enlargement, diversification and utilization of all known means of 
getting goods to market and to the sea. Business for all, and more 
than all carriers can handle is in sight. A Federal Transportation 
Board clothed with suitable powers, as recommended by the Na- 
tional Transportation Conference, devoting special time and 
thought to this work, can help to bring about a combined system of 
trolley, railway, highway and waterway freight facilities, including 
ample terminals and transfer arrangements. The issuance of 
negotiable through bills of lading over combined through routes 
would relieve pressure and lessen congestion. In big cities it may 
be possible to emulate the well-known British and Canadian meth- 
ods of store-door delivery and collection of less than car-load 
freight. 

Electric trolley power may also be made publicly available in 
many sections of the country for use on highways to encourage 
speedy and economical movement by vehicles of many kinds. 

It is to bring about these improvements, extensions and econo- 
mies of transportation, that a Federal Transportation Board with 
adequate executive and administrative powers is needed and should 
be created. 
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THE CHAMBER OF COMMERCE 

RECOMMENDATIONS FOR 

RAILROAD LEGISLATION 

By GEOEGE A. POST, 

Chairman, Eailroad Committee, Chamber of Commerce 
of the United States 

(Statement before the Committee on Interstate and Foreign 
Commerce of the United States House of Eepresentatives, August 
18, 1919.) 

Gentlemen of the Committee: 

I have the honor to be the instrument whereby the Chamber 
of Commerce of the United States seeks to bring to the atten- 
tion of your honorable body the results obtained by the votes of 
its organization members upon the several recommendations con- 
tained in its Eeferendum No. 28. 

The recommendations which I shall present to you today have 
received the approval of the members of the Chamber of Commerce 
of the United States and are, up to a certain point, identical with 
the program of railroad legislation presented to this Committee two 
weeks ago by representatives of the National Transportation Con- 
ference recently held under the auspices of the Chamber. The 
Conference program goes further, however, and includes certain 
recommendations which, although entirely in harmony with the 
principles embodied in the Chamber plan, have not yet been sub- 
mitted to the members of the Chamber for approval by referendum 
vote. 

It was impossible to place before the members of the Chamber 
of Commerce of the United States any detailed plan, couched, 
section by section, in statutory phrasing, because in our referenda 
it is necessary so to fram.e the questions submitted that they shall 
be susceptible of answer, "Yes" or "No," to each interrogatory. 
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The Chamber is made up mostly of business men who can and do 
grasp a business principle, consider it and give adhesion thereto 
or oppose it. You have their judgment on several major points 
of the railroad problem. They have contented themselves vrith 
giving expression to their sentiments on a few of the many mat- 
ters that must engage your attention. The Chamber has full 
appreciation of the perplexities that confront you in framing the 
legislation which must precede the return of the railroads to their 
owners. It has aimed to be helpful to you in showing the trend 
of thought of American business upon some of the outstanding 
issues involved in your deliberations. It feels that was its duty 
to you as our representatives in the Congress. It knows that deep 
study is needed of the complexities inherent in the very existence 
of a transportation system which serves those who need service 
which they desire to obtain at the lowest possible rates, a service 
which is rendered possible through the labors of those who are 
entitled to liberal wages for dangerous and exacting toil, and re- 
quires investment of billions of dollars from the savings of thrifty 
folks who will invest only if the return is attractive to them. In 
such circumstances, no one of the elements may reasonably hope 
to exact the fullest measure of its desires either as to lowness of 
rates, height of wages or abundance of investment return. 

Amekican Business Deeply Interested 

American business is deeply concerned respecting the future of 
our railroads. It has high hope of a wise outcome of your delib- 
erations. It has noted with gratification the earnestness, patience, 
and fairness with which the Congressional Committees are seeking 
to secure all possible information. Groups of business men differ 
in the details of financial plans, all of which must undergo your 
careful scrutiny, but in one thing they will be found in firm agree- 
ment: G-overnment ownership must not prevail. 

To you, gentlemen, is confided a great responsibility. As you 
proceed in your work of bringing order out of chaos in the realm 
of transportation, you are entitled to the friendliest, most zealous 
co-operation of all. The Chamber of Commerce of the United 
States indulges the confident hope that under your guidance the 
day is near when our railroads shall emerge from the slough of 
despond in which they are now submerged, and, returned to their 
owners for operation under a comprehensive and beneficent 
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system of governmental supervision, with assurance of adequate 
revenue, shall give such economical and satisfactory service as only 
courageous individual enterprise, with ample freedom of operation, 
can vouchsafe. 

Method of Taking Vote 

For your information as to the method of procedure of the 
Chamber in submitting its referenda, I beg to state that when 
any of its standing committees, or a special committee created 
for the study of any particular subject of national scope, has, 
after mature deliberation arrived at certain conclusions with ref- 
erence thereto, the Committee forthwith renders a report to the 
Board of Directors, making its recommendations, accompanied by 
its reasons for such conclusions, and for the action that it recom- 
mends. If the Board of Directors considers the findings of the 
Committee of such a nature as to warrant the ascertainment of 
the opinion of the members throughout the country, a referendum 
is ordered and in due form the machinery of the Chamber is set 
in motion and each and every member organization is called upon 
to express its opinion by a yea or nay vote upon the proposals 
made. The directors do not record an expression of their opinion. 
Forty-five days are allowed for the consideration of the proposals 
by the member organizations, all votes to be filed on or before a 
certain fixed date. As the member organizations vary in size of 
enrolled memberships and income derived therefrom, which is the 
basis for the number of votes which each member organization is 
entitled to cast upon all referenda of the Chamber, the voting 
strength varies, but each organization, no matter how small, is 
entitled to one vote, and no organization, no matter how affluent 
in iacome or strong in enrolled memberships is entitled to more 
than ten votes. 

In accordance with the law of the Chamber, the railroad ques- 
tion, in its various phases, was referred to the Eailroad Committee. 
Many meetings of the Committee were held, free discussion was 
had, and a report was made to the Board of Directors at a meet- 
ing held in St. Louis, on April 30, 1919. On June 9, 1919, 
Referendum No. 28 was issued calling for Judgment upon the 
several recommendations made by the Railroad Committee. On July 
24 the polls closed and an ofScial announcement was made of the 
results of the voting. 
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Under its rules a two-thirds afBimative vote of those voting 
must be cast upon any proposal submitted to make it effective as 
a declaration of the sense of the Chamber of Commerce of the 
United States. 

Ten Ebcommbndations Made 

The Eailroad Committee had made ten recommendations and 
in their numerical order they were as follows : 

The Committee recommends Adherence to the Policy of Corporate 
Ownership and Operation of the Railroads Under a Compre- 
hensive System of Government Regulation. 
The vote upon this recommendation was: Yes, 1,458; No, 11. 
At the time that this recommendation was made, there was no 
doubt in the minds of the Committee that government ownership 
and operation was not an issue pressing for attention upon the 
present Congress. Due to the unfavorable impression made upon 
the public mind by the operation of the railroads under Federal 
control, for a period of sixteen months, there was manifest through- 
out the country a strong, even overwhelming, sentiment against 
a continuance of Federal control and operation. Prior to the ad- 
venture into the field of Federal control (undertaken as a war 
measure) many men in public ofiice and multitudes of private 
citizens had been harshly critical of railroad management and 
had zealously advocated and brought about legislation severely 
restrictive and punitive respecting railroad operations. In their 
bitterness, engendered by what they considered unfair and aggra- 
vating practices of the railroads, they had declared that govern- 
ment ownership and operation was the only remedy for railroad 
evils. Later they were so aroused by what they deemed the baleful 
effects of government operation upon their personal convenience 
and upon the conduct of their business, consequent upon the indif- 
ference of governmental agencies to their transportation needs, 
the elimination of comforts, co-operation, facilities, and courtesies 
to which they had been accustomed, that they renounced their pre- 
vious advocacy of government ownership, and became vigorous 
opponents thereof. So recently as July 15, last, at the opening 
of these hearings before this Committee, Chairman Esch said: 
"In view of the widespread sentiment throughout the country 
against government ownership, I feel we ought not to spend very 
much time on that proposition." 
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The Eailroad Committee of the Chamber was of the opinion, 
however, that a declaration should be made by the Chamber upon 
the subject at this time so that, as a matter of record, the position 
of its members might be made clear and emphatic thereon. In 
its statement accompanying its recommendation, the Committee 
presented some of its controlling reasons for the consideration of 
members, and the practically unanimous approval accorded the 
same in the votes recorded, shows, unmistakably, that the commer- 
cial and industrial interests of the country are a unit against 
government ownership and operation, and against government 
ownership with operation by private corporations as lessees of the 
government. Among the reasons urged against government owner- 
ship and operation are: 

Argument Against Government Ownership 

First: TJnder government ownership the development of rail- 
road facilities would depend upon Congressional appropriations 
which would prevent the anticipation of the transportation needs 
of the country. Appropriations would not be made in the amount 
and at the time needed to insure adequate development of the 
railroads. Political considerations might also control the amount 
of appropriations and the objects for which they were made. 

Second: The interest rate which the government would have to 
pay to secure railroad capital would not be lower than the rate 
paid by corporations. To acquire the railroads the government 
would have to pledge its credit for eighteen to twenty billions of 
doUars, at a time when other large financing must be done. It 
would be difficult for the government to dispose of the securities 
required to purchase the railroads, and it would be necessary for 
the government to secure from five hundred million to one billion 
dollars of new capital each year. If the government were to as- 
sume the burden of financing the railroads at the present time, 
when the war debt is so large, its interest rate would necessarily 
be as high as, if not higher than, the rate at which corporations 
could secure capital. 

Third: Government operation is seldom, if ever, as efficient as 
corporate management. Competition, the incentive to efficiency 
and progress in private enterprises, is absent from the government 
administration of affairs. Individual initiative is less, bureau- 
cratic methods are more characteristic, and the services rendered 
are less progressively efficient. 

Fourth: While the government would presumably select officers 
and employes by means of efficiency tests, political influences would 
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almost certainly be given weight in selecting men for official 
positions. 

Fifth: Unless the government adopted the policy of fixing low 
rates and fares with the intention that any resulting deficit from 
operations should be placed as an increased burden of taxes upon 
the general public, rates and fares would be higher under govern- 
ment than under private operation. Under government operation 
expenses rise in relation to income, and the charges imposed by 
the government, if a deficit is to be avoided, must be higher than 
those which it would be necessary to permit railroad corporations 
to make. 

Sixth: The political eifect of government ownership and opera- 
tion of railroads in the United States might be serious. There 
are now about 500,000 civil employes of the government. The 
addition to the public services of 2,000,000 railroad employes, 
the majority of whom are voters, would constitute a force of about 
3,500,000 government employes interested in controlling the policy 
of the government as regards wages, hours and conditions of service. 
Such a body of employes might easily exercise a controlling influ- 
ence upon state and national politics. 

Speedy Eetuen of Egads 

Being convinced that the public was now thoroughly and stren- 
uously opposed to government ownership and operation of the 
railroads, the natural sequence of thought was that Federal control 
should come to an end as speedily as possible. 

The second recommendation was, therefore, as follows : 

The Committee Recommxnds the Return of the Railroads to Their 
Owners as Soon as Remedial Legislation Can Be Enacted. 

The affirmative vote upon this recommendation was identical 
with that in favor of corporate ownership and operation: Yes, 
1,458; No, 13. 

Thus it is conclusively shown that the voice of business is in 
consonance with the view of the Eailroad Committee which argued 
that: 

It would be unwise for the government to retain the railroads 
longer than is necessary to enact the legislation required for the 
return of the properties under conditions that will be just to the 
owners and will insure to the public adequate transportation facil- 
ities by properly financed railroads. This legislation should be 
enacted as soon as possible and before the government retires from 
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railroad operation. It would be a hardship to the public and 
unjust to the owners of the roads were the government to return 
the properties without first removing the obstacles to efficient and 
economical operation of the railroads by their owners, without 
revising past methods and agencies of government regulation, or 
without adopting measures that will enable the carriers to obtain 
revenues sufficient to provide the public with adequate facilities 
and efficient service. As soon as this legislation has been enacted, 
government operation of railroads should end. 

Argument Against Extension of Time 

The third recommendation was: 

The Committee Recommends That No Extension of the Period 
of Government Operation Should Be Made Until Congress Shall 
Have Found It Impossible to Enact the Required Legislation 
Within the Period Possible Under the Railroad Control Act. 

The vote cast was. Yes, 1,3391/2 ; No, 1141^. 

This recommendation was responsive to a recommendation made 
by Director General McAdoo, just prior to his retirement from 
office that the period of possible government operation of railroads 
be extended until January 1, 1924, in order that a test may be 
made of the possibilities of government operation of railroads in 
peace time and that the government may carry on the work it has 
begun of developing the use of waterways, of connecting them 
with the railroads and of articulating rail and water traffic. It 
was also argued by the Director General that Congress could not 
frame and pass the necessary legislation to return the railroads to 
their owners with such celerity as to avoid projecting the whole 
railroad question into the Presidential campaign of 1920, which, 
he said, would be a calamity to be avoided, and which could be 
avoided by the adoption of the plan of a five-year extension of 
Federal control. 

This proposal by the Director General fell upon deaf ears, with 
the exception of those of the railroad brotherhoods, which having 
fared so generously under Federal control, seemed willing to have 
it continued for any length of time. The public at large, however, 
showed no favor toward the appeal made, repelling it vigorously, 
and the project "died a bornin," so to speak. It was finally nailed 
in its coffin when the President gave notice to Congress that he 
would release the railroads from Federal control at the end of 
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this calendar year — the question of an extension of Federal con- 
trol beyond the time of the Act of March 21, 1918, is not, therefore 
a live one before Congress. The vote of the Chamber was over- 
whelming against the extension. 

Fourth in order: 

Consolidation' in Strong Competing Systems 

The Committee Recommends That, While Adhering to the Prin- 
ciple of Railroad Competition in Service, the Railroads Be 
Allowed, in the Public Interest, When So Declared and as Ap- 
proved by Public Authority, to Consolidate to Such Extent and 
in Sv^h Manner as May Be Necessary to Enable the Existing 
Railroads to Unite in a Limited Number of Strong Competing 
Systems, So Located That Each of the Principal Traffic Centers 
of the Country Shall, if Possible Be Served by More Than One 
System. 

The vote upon this recommendation was: Yes, 1,3091^; No, 
125y2. 

The argument of the Committee which proved persuasive to the 
Chamber members in support of this recommendation was: 

It is the opinion of the committee that legislation should be 
enacted that will facilitate the early grouping and the ultimate 
consolidation of the railroads in the United States into a limited 
number of strong competitive systems. The grouping should be 
about the present large systems and not by territorial subdivisions 
of the country. 

The existence of so many railroad systems as there now are in- 
creases the difiSculty of co-ordinating their facilities and services 
to the extent necessary to secure the most economical operation. 
Moreover, some of the present roads are financially weak and their 
continuance as separate systems complicates the government's prob- 
lems of rate-making, of the common or joint use of equipment 
and facilities, of the regulation of security issues and of re-estab- 
lishing the financial credit of the railroads as a whole. If the 
railroad systems that are financially unstable and the many systems 
of minor importance can (subject to the approval of the govern- 
ment, and under conditions which it may prescribe) be grouped, 
or consolidated, with a limited number of strong systems, a better 
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service can be rendered and a larger development of lines, terminals 
and other facilities will be possible. 

Without sacrificing the benefits of competition in service, the 
government should facilitate the co-ordination of railroad facilities 
and services, the common use of equipment, and the joint use and 
development of terminal facilities, when in the public interest. 



CON'SOLIDATIONS CONDITIONED IJPON GOVERNMENT APPROVAL 

The consolidation of railroads, as well as the co-ordination of 
their facilities, should be subject to the approval of the govern- 
ment, and, with such authorization required, the railroads should 
be encouraged to work out the natural groupings of systems and 
to combine their facilities in the interest of traffic economy and 
of financial stability. 

Many states have laws against the combination of railroads, 
and in the constitutions of several states there are provisions prohib- 
iting the acquisition by a railroad of another competing line. 
The obstacles which these state laws and constitutional provisions 
place in the way of associated activities and the consolidation 
of railroads may be removed by changing the status of railroad 
companies from state to federal corporations, as recommended in 
this report. 

While favoring the early grouping and ultimate consolidation 
of the railroads in the United States into a limited number of 
strong systems, which shall be built upon the large systems which 
have developed in response to commercial needs, the committee 
feels that competition among these systems, in service (not in 
rates), is desirable from the standpoint of the public and will lead 
to greater efficiency of operation on the part of the railroads. In 
all kinds of business the most effective incentive to improvement 
and to economy of operation is competition. In the case of the 
railroads the same charges must be made for similar services. The 
rates and, to a large extent, the practices of carriers must be reg- 
ulated by the government, but regulation does not preclude the 
possibility of active competition in service. In facilitating railroad 
consolidation, the government need not, and in the interest of the 
public should not, eliminate railroad competition. 
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Fifth in order : 

COEPOEATIONS SUBJECT TO UNITED STATES 

The Committee Recommends That Railroad Companies Engaging 
in Interstate Commerce Shall Be Required to Change From 
State to Federal Corporations, with Suitable Provisions in the 
Act of Congress Providing Therefor That the Several States 
Shall Retain the Power of Taxation and Police Regulations of 
the Properties of Said Railroads. 

The vote upon this recommendation was: Yes, 1,334; No, 193. 

By Eeferendum 31, which was submitted by the Chamber of 
Commerce in September, 1917, the commercial organizations of 
the country, with comparatively few dissenting votes, declared 
themselves in favor of the enactment of a federal incorporation 
law and also of a law requiring all carriers now subject to the 
Jurisdiction of the Interstate Commerce Commission, or which 
may hereafter be created, to organize under a federal incorporation 
act. 

It has been represented to the committee by jurists who have 
given the matter careful consideration that Congress can enact 
a statute that will provide a simple process of converting state 
railroad companies engaged in interstate commerce into federal 
corporations by methods similar to those followed in changing 
state banks into national banks. 

If such a plan shall be found by Congress to be constitutional 
and feasible, the committee recommends the federalizing of rail- 
road corporations engaging in interstate commerce, by the enact- 
ment of a statute similar in principle to that of the National 
Bank Act, which provides a direct method of converting state 
banks into federal institutions. 

In requiring railroad companies to change from state to fed- 
eral corporations. Congress should provide that the states shall 
retain the power of taxation and police regulation of the property 
of the federal railroad corporations. 

Eegulation of Capital Expenditdees and Security Issues 

The Committee Recommends That the Interstate Commerce Com- 
mission, or Such Federal Agency as May Be Designated hy Con- 
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gress. Be Authorized to Pass Upon the Public Necessity for 
Expenditures of Capital {in Excess of a Stipulated Amount) 
by Carriers Engaged in Interstate Commerce, and to Determine 
the Amount and to Regulate the Other Conditions of the Issur- 
ance of Securities to Obtain the Funds Required to Cover Au- 
thorized Capital Expenditures; and That a Railroad Applying 
to the Federal Agency for Authority to Make Capital Expendi- 
tures, or to Issue Securities, Shall be Required to File With the 
Proper Authorities of the States in Which the Railroad Is 
Located, Copies of the Original Petition; and That the Federal 
Agency Be Required to Notify Said State Authorities of the 
Hearings Upon the Petition, in Order That They May Advise 
The Federal Agency as to Actions They Favor. 

The vote upon this recommendation was: Yes, 1,334^; No, 

9oy2. 

The organization members of the Chamber of Commerce of the 
United States, in acting upon Eeferendum 31, voted almost unani- 
mously in favor of federal regulation of the issuance of the securi- 
ties of railroad companies engaged in interstate commerce. It is 
the opinion of your committee that federal authority should also 
regulate large capital expenditures. 

In acting upon applications of the railroads for the approval 
of security issues, or large capital expenditures, the federal agency 
win need to inquire as to the public necessity for the work pro- 
posed to be done. The amount of capital that will need to be ex- 
pended, and, if securities are to be issued, what amount thereof 
will need to be authorized to enable the carriers to obtain the funds 
required for the execution of the work which the government may 
find to be of public necessity. 

Assistance feom State Authorities 

In order that the state authorities may assist the federal agency 
to obtain as complete knowledge as possible of the local needs for 
additional railroad facilities and of the expenditures required to 
meet those needs, the federal agency should require a railroad 
company, applying for permission to issue securities or to make a 
large expenditure of capital, to file with the authorities of the states 
in which the railroad in question is located copies of the original 
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petition to the federal agency, which should notify the interested 
state authorities of the hearings upon applications for approval of 
security issues and capital expenditures in order that they may 
have full opportunity to advise as to the actions they favor. 

Seventh in order : 

The Committee Reviews Its Previous Becommendation That the 
Interstate Commerce Commission Be Given Authority ly Statute 
to Regulate Intrastate Bates, When Those Rates Affect Interstate 
Commerce. 

The vote upon this recommendation was: Yes, 1,3391^; No, 
II6I/2. 

This recommendation was approved by the organization members 
of the Chamber of Commerce of the United States in November, 
1917, with comparatively few dissenting votes. This action having 
been taken shortly before the United States took over the operation 
of the railroads, Congress has had no opportunity to act upon the 
question. It is therefore deemed necessary and important by the 
committee that this recommendation shall be included in its pres- 
ent report as a part of the plan for remedial railroad legislation. 

The experience of the past two years has confirmed the committee 
in its conviction that regulation by the several states of such intra- 
state rates as affect interstate commerce interferes with the effec- 
tive and uniform regulation of interstate rates by the United 
States government. Indeed, conflict detrimental to the public 
interest has arisen with respect to the Jurisdiction of the state 
commissions and the Interstate Commerce Commission over intra- 
state rates even when it was clear that such rates affected the inter- 
state rates subject to the regulatory power of the federal govern- 
ment. 

Eighth in order: 

Rule of Rate Making 

The Committee Recommends the Enactment of a Statutory Bule 
Providing that Bailroad Bates and Fares Authorized by the 
Interstate Commerce Commission Shall Be Designed to Yield 
the Bailroad Companies, in Each of the Traffic Sections That 
Shall Be Designated hy the CoMmission, Aggregate Bevenues 
Which Will Provide {After Allotment Has Been Made For Be- 
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newals and Depreciation) Such Net Return Upon a Fair Value 
{Determined by Public Authority) of the Property Devoted to 
the Public Use As Will Be Sufficient in Amount to Enable the 
Carriers to Obtain at Reasonable Cost the Capital Required to 
Furnish the Public With Adequate Facilities and Efficient and 
Economical Service. 

The vote upon this recommendation was: Yes, 1,2231/2; No, 
209y2. 

If the railroads are to be returned to their owners at the end 
of this calendar year, as the President has signified it to be his 
purpose, then the function of Congress is to provide the means 
whereby they shall be so returned, with financial safety to the 
owners and with an assurance that they shall be so equipped as 
to meet adequately the traf&e demands of our nation. In the 
enactment of the necessary legislation by Congress the railroads 
must be provided with ample revenue wherewith they may per- 
form properly the public service for which they are intended and 
without which performance our country's commerce and industry 
must languish. The welfare of our nation is so closely bound up 
with its transportation facilities that any trouble or weakness with 
which the railroads are afflicted immediately affects injuriously 
every citizen. 

Kegulation- in the Past 

It is urged upon Congress that the time has arrived when a 
revision of augmentation of instructions should issue from the 
law-making body to its regulatory agency, that it may be apprised 
that those who are expected to make effective by statute the desires 
of the public, now feel that cognizance must now be taken of the 
physical and fiscal welfare of the railroads. Stern discipline, pun- 
ishment for past sins, stringent rules of conduct, prescriptions for 
accounting, laws for applications of safety appliances, commands 
fixing wages, hours and conditions of labor for employes and all 
sorts of "Shalts" and "Shalt nots" have poured forth in steady 
streams from legislative and regulatory sources for many years. 
A warm tribute of appreciation is due to the vigor manifested, the 
vigilance exercised and the comprehensiveness of scope of the leg- 
islative activities of those statesmen who, covering a long period 
of years before the war, dealt heroically and drastically with the 
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pestilential aspects of railroad deviltry practiced in years long 
gone by. They diagnosed many of the railroad conditions to be 
diseased and dangerous to the public, and then by statutory pur- 
gatives and emetics they proceeded to purify their interiors, and 
by violent and long-continued flagellation they thoroughly subdued 
them. Does any one now doubt the omnipotent power of the people 
to compel obedience to their will by the railroads ? 

Today the owners of the railroads are absolutely powerless as 
a political factor. They have been shorn of the possession of their 
property ; it is in the possession of the government. A vast major- 
ity of the people believe that their owners know how to run the 
railroads better than the government. There should not be the 
slightest change in any regulation that is protective of the public 
interest. But after all possible safeguards have been erected, there 
is an interest of the public that is of transcendant importance, viz. : 
that the income of the railroads shall be sufficient to enable them 
to secure readily and economically the capital necessary to provide 
adequate facilities. 

The Eailroad Committee of the Chamber frankly said to the 
members : 

Opposition to Government Guarantee 

In carrying out this principle special diiSculty results from the 
fact that the same rates will yield the more prosperous companies 
greater revenue than they need, while the less prosperous com- 
panies, due to their unfortunate situation or to their past history, 
are unable to secure income sufficient to enable them either to 
develop their facilities in proportion to the needs of the public, 
or to perform the services required by the section of the country 
in which the roads are located. 

It is believed that the most practicable way to provide the rail- 
roads of the United States, as a whole, with adequate revenue, 
and thus to re-establish railroad credit, is to authorize the Inter- 
state Commerce Commission to divide the country into such traffic 
sections as may seem to the Commission wise, and to direct the 
Commission by a statutory rule to fix such rates and fares as will 
yield the railroad companies, in each of such traffic sections as 
shall be designated by the Commission, aggregate revenues which 
will provide — after allotment has been made for renewals and 
depreciation — a net return that will enable the carriers to furnish 
the public with adequate facilities and efficient and economical 
service. 
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The committee is not in favor of a government ^arantee of 
a minimum return to each railroad company, either upon, its capi- 
talization or upon the property which it devotes to the public serv- 
ice. A government guarantee would tend to lessen initiative and 
to cause both the prosperous and the unprosperous roads to feel 
less responsibility for efficient management. 

While not favoring a government guarantee of a minimum 
return, the committee believes that Congress ought to adopt a 
statutory rule providing that the public authority which fixes the 
railroad rates assure reasonable revenues to the railroads as a whole 
and in each of the natural traffic sections of the country. The 
committee is of the opinion that such a statutory rule can be en- 
forced without placing an unjust burden upon the public and 
without causing individual railroad companies to obtain excessive 
profits. 

In connection with the foregoing suggestion must be taken the 
proposition embodied in item 4 of Eeferendum 28 heretofore recited 
providing for railroad consolidations when found and adjudged by 
governmental authority to be in the public interest. 

Item 9 of the Eeferendum did not receive the requisite two-thirds 
affirmative vote, and is not, therefore, pressed upon your attention. 

Federal Teanspohtation' Boakd. 

The tenth in order : 

The Committee Recommends That a Federal Transportation Board 
Be Created Whose General Duty It Shall Be to Promote the De- 
velopment of a National System of Rail, Water and Highway 
Transportation, and Thus to Make Possible the Articulation and 
Economical Use of All the Facilities, Including Tracks, Ter- 
minals and Transfer Facilities, of Steam and Electric Roads, 
Waterways, and Hard-surface Highways. 

The vote upon this recommendation was : Yes, 1,197 ; No, 244. 

I cannot do better than to quote the language of the committee 
sustaining this recommendation : 

The development of a national system of transportation is a 
public necessity. Up to the present time the steam and electric 
railways, the waterways and highways have been developed separate- 
ly without reference to a common plan and without thought of 
creating, from the various agencies of transportation, a unified 
system. 
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The time has come when the waterways of the coimtry as a 
whole should be systematically developed according to a definite 
plan. Their larger use should be made possible by connecting them 
with the railroads at river, lake and ocean ports and by enabling 
shippers to send their traffic by the most economical combination 
of rail and water routes. 

The work which the Eailroad Administration has so happily 
begun of providing for the traffic use of important rivers and canals, 
and of articulating the railroads with the waterways in a traffic 
sense, should be continued after the railroads have been returned to 
their owners. 

The development of highway transport should be facilitated with 
a view to the coordinated use of all transportation agencies. While 
the people of the United States have been creating an exceptionally 
economical system of transportation by rail, highways have been 
relatively neglected and the expenses of carrying freight to and 
from the railroads are, in most instances, greater than the cost of the 
railroad haul. The systematic development and the organized use 
of hard-surface highways greatly reduce the transportation burdens 
borne by the people of the United States. 

It is especially important that provision should be made for the 
common use and construction of terminal and transfer facilities at 
all the larger traffic centers of the country ; but, unless some federal 
authority is vested with power to bring about the common use of 
terminal and transfer facilities, and their joint construction by the 
carriers (in so far as they may be in the public interest), it is 
practically certain that the present expensive methods of terminal 
operation will be indefinitely continued. 

The development of a unified national system of transportation is 
an executive task that can be performed only by creating a board 
primarily administrative in purpose and organization. The In- 
terstate Commerce Commission, in the regulation of rates and in 
the performance of the other duties with which it is charged, wiU 
have as much work as it can successfully perform. It has not been 
suggested to take from the Interstate Commerce Commission any of 
the functions it has thus far exercised, but a large addition to the 
duties of the Commission has been recommended. It would be 
unwise to impose upon that body the large and exacting task of 
guiding and facilitating the development of a national system of 
rail, water, and highway transportation. That work should be 
undertaken by an especially created Federal Transportation Board. 
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PRINCIPLES OF RAILROAD 
LEGISLATION 

ADOPTED BY 

THE CHAMBER OF COMMERCE OF THE 
UNITED STATES 

The Chamber of Commerce of the United States urges — 

CoEPOEATE Ownership and Operation 

Adherence to the policy of corporate ownership and operation of 
the railroads under a comprehensive system of government regula- 
tion. 

Prompt Eetdrn op Eoads to Owners 

Eeturn of the railroads to their owners as soon as remedial legis- 
lation can be enacted and no extension of the period of government 
operation unless and until Congress shall have found it impossible 
to enact the required legislation within the period provided in the 
Eailroad Control Act. 

Consolidation in Strong Competing Systems 

Permission for the railroads, in the public interest, when so de- 
clared and as approved by public authority, to consolidate to such 
extent and in such manner as may be necessary to enable the existing 
railroads to unite in a limited number of strong competing systems, 
so located that each of the principal traffic centers of the country 
shall, if possible, be served by more than one system. 

Corporations to be Subject to the United States 

That railroad companies engaging in interstate commerce be 
required to change from state to federal corporations, with suitable 
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provisions in the act of Congress providing therefor that the several 
states shall retain the power of taxation and police regulation of 
the railroad properties. 

Pedeeal Eegulation oe Capital Expenditures and 
Secueitt Issues 

That the Interstate Commerce Commission, or such federal 
agency as may be designated by Congress, be authorized to pass upon 
the public necessity for expenditures of capital (in excess of a stip- 
ulated amount) by carriers engaged in interstate commerce, and 
to determine the amount and to regulate the other conditions of the 
issuance of securities to obtain the funds required to cover author- 
ized capital expenditures; that a railroad applying to the federal 
agency for authority to make capital expenditures, or to issue secur- 
ities, be required to file with the proper authorities of the states in 
which the railroad is located, copies of the original petition, and 
that the Federal agency be required to notify the state authorities 
of the hearings upon the petition, in order that they may advise 
the Federal agency as to actions they favor. 

Federal Eegulations of Intrastate Eates Affecting 
Interstate Commerce 

That the Interstate Commerce Commission be given authority by 
statute to regulate intrastate rates when those rates affect interstate 
commerce. 

Eatemtaking by Interstate Commerce Commission 

Enactment of a statutory rule providing that railroad rates and 
fares authorized by the Interstate Commerce Commission shall be 
designed to yield the railroad companies, in each of the traffic sec- 
tions that shall be designated by the Commission, aggregate revenues 
which will provide (after allotment has been made for renewals 
and depreciation) such net return upon a fair value (determined by 
public authority) of the property devoted to the public use as will be 
sufficient in amount to enable the carriers to obtain at reasonable 
cost the capital required to furnish the public with adequate facili- 
ties and efficient and economical service. 
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Creation op Federal Teansportation Board 

Creation of a Federal Transportation Board whose general duty 
it shall be to promote the development of a national system of rail, 
water and highway transportation, and thus to make possible the 
articulation and economical use of all the facilties, including tracks, 
terminals and transfer facilities, of steam and electric roads, water- 
ways and hard-surface highways. 
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THE FRELINGHUYSEN BILL 

REMARKS BEFORE THE SENATE OF THE 
UNITED STATES SEPTEMBER 15, 1919 

By HON. JOSEPH S. PEELHSTGHUYSEN 
OE NEW JERSEY 

Mr. PEELINGHUYSEN. Mr. President, I send to the desk 
a bill providing for railroad reorganization, and I ask that it 
be referred to the Committee on Interstate Commerce. 

The bill (S. 2998) to provide for the creation and organization 
of a Federal transportation board, to define its powers and duties, 
to authorize the organization of national railroad companies, to 
define their rights, duties, and liabilities, and for other purposes, 
was read twice by its title and referred to the Committee on Inter- 
state Commerce. 

Mr. EEELINGHUYSEN. Mr. President, I desire to make a 
brief statement at this time. The bill is introduced without any 
desire to embarrass the Committee on Interstate Commerce, of 
which I am a member. It is introduced simply in order that it 
may in some way, if possible, furnish additional thought to that 
committee in its deliberations on the subject. 

This bill embodies the plan of railroad legislation worked out 
by the National Transportation Conference. This conference, which 
met at the invitation of the Chamber of Commerce of the United 
States, was called together by that body "to consider the broader 
aspects of the transportation problem and the formulation of a 
basis for the control and operation of the transportation facilities 
of the United States after the conclusion of the present Government 
control." 

In calling the conference together the National Chamber of 
Commerce recognized that many different interests throughout the 
Nation are affected by transportation, and that each interest 
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should have a voice in determining what shall be done with the 
railroads after the present emergency has passed. Prominent men 
belonging to each important interest affected by transportation — 
commercial, industrial, agricultural, financial, labor, govern- 
mental, economic, civic, and social — ^were invited to attend the 
conference and to take part in its deliberation. About 50 men, 
representing these various interests, were present. The conclu- 
sions finally reached by the conference are the best expression that 
has been made of the views of the public as a whole concerning the 
question, "What shall be done with the railroads ?" 

I shall not impose upon the patience of the Senate by reading 
the list of men who constituted the conference, but, with the 
permission of the Senate, will print in the Eecord the names, 
together with a brief statement of the provisions of the bill and 
also the referendum of the chamber of commerce on the questions 
which were submitted to the various commercial bodies throughout 
the country, together with the vote that was taken upon those 
questions. 

The PEESIDENT pro tempore. Without objection, permis- 
sion to do so is granted. 

The names referred to are as follows : 

"Among the prominent shippers and manufacturers were Fred- 
erick J. Koster, president of the San Francisco Chamber of Com- 
merce; W. W. Salmon, president of the General Eailway Signal 
Co., of Rochester, N. Y. ; W. S. Dickey, president of the W. S. 
Dickey Clay Manufacturing Co., of Kansas City, and George A. 
Post, president of the Standard Coupler Co., of New York. 

"Among the prominent agriculturalists who took an active part 
in the deliberations was the Hon. H. C. Stuart, former governor 
of Virginia, and chairman, of the National Agricultural Advisory 
Committee. 

"Among the bankers who helped to work out the plan of rail- 
road legislation were Harry A. Wheeler, vice president of the Union 
Trust Co., of Chicago, and three times president of the Chamber 
of Commerce of the United States ; and Paul M. Warburg, former- 
ly vice governor of the Federal Eeserve Board. 

"The labor leaders who participated in the deliberations of the 
conference included, among others, the executives of the railway 
brotherhoods, and Frank Morrison, secretary, and Henry Sterling, 
legislative representative of the American Federation of Labor. 
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"An active part in the deliberations of the conference was taken 
by Daniel Willaxd, president of the Baltimore & Ohio Eailroad; 
S. T. Bledsoe, general counsel of the Atchison; and B. G. Buck- 
land, president of the New Haven. 

"The conference was twice addressed by Hon. Walker D. Hines, 
Director General of Eailroads, and an active part in the discussions 
at the successive sessions of the conference was taken by Winthrop 
M. Daniels, member of the Interstate Commerce Commission, and 
by Charles B. Blmquist, president of the National Association of 
Eailroad and "Utilities Commissioners. 

"Prominent university professors who have given special atten- 
tion to transportation economics, contributed their knowledge to 
the work of the conference. These professors of economics included 
Edwin E. A. SeHgman, of Columbia University; Bmory E. John- 
son, of the University of Pennsylvania; W. Z. Eipley, of Harvard; 
John E. Commons, of the University of Wisconsin; and Henry 
W. Farnam, of Yale University. Of these men Prof. Johnson and 
Prof. Seligman were most active. 

"The men who were present to represent the civic and social 
viewpoints rather than any particular business interests included, 
among others, E. G. Ehett, former president of the Chamber of 
Commerce of the United States ; Alexander W. Smith ; ex-president 
of the Georgia Bar Association; and Charles P. Neill, who was 
Commissioner of Labor during the Eoosevelt administration." 

Mr. PEBLINGHUYSElSr. Mr. President, such was the per- 
sonnel of the conference. It would be hard to conceive of a more 
representative group of men. They are men of high standing who 
labored disinterestedly to perfect a plan of railroad legislation that 
would give due consideration to all the various interests affected 
by transportation. 

The work of the conference was thorough, painstaking, and 
comprehensive. The conference as a whole met on five different 
occasions, each meeting lasting for two days. The first meeting 
was in December of 1918, the last was in June of this year. At 
these five different meetings 22 sessions were held, and between 
the meetings committees of the conference had numerous sessions. 
A majority of the members of the conference attended practically 
all of the sessions, and voted in favor of the program finally adopted. 

As indicative of the freedom of discussion that prevailed in the 
conference, and of the open-mindedness and fairness of those who 
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participated in the work, reference may be made to a statement 
made before the House Committee on Interstate and Foreign 
Commerce by Mr. W. N. Doak, vice president of the Brotherhood 
of Eailroad Trainmen. Mr. Doak said : 

I want to make this statement in fairness and justice to the 
gentlemen of the conference — that they have made a most ex- 
haustive study, and all of their deliberations have been conducted 
with the utmost frankness and freedom. They tried to assemble 
as many representative men as it was possible in this conference 
from the different walks of life, and every one has had an oppor- 
tunity in their conference to frankly and freely express his views, 
and I am quite sure that the committee can well afford to give 
consideration to their plan. I am convinced that there are no 
selfish or ulterior motives that prompted these gentlemen during 
their deliberations. 

The plan of railroad legislation adopted by these gentlemen, 
working in the disinterested manner I have described, would, if 
adopted, provide for — 

1. Eeturn of the railroads to private ownership and operation 
as soon as the necessary remedial legislation can be enacted. 

2. Consolidation of existing railroads into strong competitive 
systems. 

3. Requirement that all carriers engaged in interstate com- 
merce subject themselves as corporations to Federal jurisdiction. 

4. Exclusive Federal regulation of the capital expenditures and 
the security issues of all carriers engaged in interstate commerce. 

5. Interstate Commerce Commission to retain its present powers 
and to be given additional powers over rates. 

6. Creation of a Federal transportation board, to promote the 
development of a national system of rail, water, and highway trans- 
portation; to pass upon the public necessity for capital expendi- 
tures; to regulate security issues; to administer and enforce the 
measures that may be adopted for strengthening and stabilizing 
railroad credit; to determine the grouping or consolidation of rail- 
roads deemed to be in the public interest; and to carry out plans 
authorized by Congress for merging all railroads engaged in inter- 
state commerce into strong competing systems. 

7. Adjustment of the wages and working conditions of railroad 
employees by boards consisting of equal numbers of representatives 
of railroad employees and railroad officers, with the Federal Trans- 
portation Board as referee. 

8. Adoption by Congress of a plan for the stabilization of rail- 
road revenues and credit by means of (a) enactment of a statutory 
rule providing that the rate structure established by public author- 
ity shall be designed to yield a net return of six (6) per cent, per 
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aniiTim upon the aggregate fair value of the property of the roads 
in each traffic section of the country, such fair value to be deter- 
mined after due consideration of both physical value and earning 
power, (b) Use of the aggregate property investment accounts 
of the railroads as the fair value of the property for rate-making 
purposes pending the completion of the valuation now being made 
by the Interstate Commerce Commission, (c) Creation of two 
kinds of contingent funds — an individual railroad contingent fund 
established by each road to support its own credit, and a general 
railroad contingent fund maintained by contributions from all pros- 
perous roads, managed by trustees appointed by the Federal Trans- 
portation Board and used to support the credit of all of the rail- 
roads of the country. Any excess in the general railroad contingent 
fund above $750,000,000 is to be used for the general development 
of the transportation system of the country. 

9. Creation of a railroad reserve fund administered by the Fed- 
eral Transportation Board to facilitate the prompt stabilization of 
railroad credit, and loan of $500,000,000 to this fund by Congress 
as soon as the railroads are returned to their owners; this loan to 
be used, if necessary, in making advances to the general railroad 
contingent fund, and to be repaid with interest from moneys con- 
tributed by the railroads to the general railroad contingent fund. 

10. Determination and announcement by the Federal Trans- 
portation Board of the grouping or consolidation of railroads deemed 
to be in the public interest; and authorization for the board to re- 
quire such consolidations if they shall not have been effected or well 
advanced within a period of five years after the board has declared 
them to be desirable. 

11. Organization of the board of directors of each consolidated 
railroad system with 13 members of the board, 8 to be elected by 
the stockholders and 4 to be representatives of the employees and of 
the public interests. 

This program of legislation has been put into an appropriate leg- 
islative form in the bill which I have the honor to introduce. I 
believe this bill contains the soundest and most comprehensive plan 
of railroad legislation that has been presented to Congress. It is 
based upon the principle that the railroads in the United States 
should be privately owned and operated, subject to comprehensive 
regulation by the Federal Government; that the railroads should be 
so grouped as to eliminate the weak and struggling systems while 
maintaining effective competition among the strong systems that 
are perpetuated, these strong systems in due time to be con- 
trolled by Federal corporations whose securities are to be regu- 
lated by the United States; the Interstate Commerce Commission 
is to regulate rates, both interstate and intrastate rates, insofar as 
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the latter affect interstate commerce; a Federal transportation 
board is to be created to exercise the many adininistrative functions 
of regulation; wages and working conditions of employees are to 
be adjusted as at present by boards consisting of equal numbers of 
representatives of employees and railroad oflBcials ; the credit of the 
railroads is to be restored and maintained by the enactment of a 
statutory rule of rate making designed to yield the railroads as a 
whole a net return of not less than 6 per cent, per annum upon 
the aggregate fair value of the railroads; and to make practicable 
the working of the statutory rule, each railroad company is to ac- 
cumulate a company contingent fund to be drawn upon in lean 
years, and all railroads having earnings in excess of 6 per cent, per 
annum upon the fair value of their property are to contribute a 
portion of the excess earnings to a general railroad contingent fund 
which may be drawn upon by the railroads as a whole when the 
rates fixed by public authority yield less than the 6 per cent, per 
annum upon the aggregate fair value of the railroad property. 

To provide for the maintenance and prompt stabilization of rail- 
road credit during the period of transition from Government to 
corporate operation of the railroads, Congress is to loan $500,000,- 
000 to the Federal transportation board to be employed as neces- 
sary in accordance with the provision of the bill; and lastly the 
boards of directors of the future consolidated railroad systems are 
each to consist of 13 members, 8 of whom are to be elected by 
the stockholders and 4 of whom are to be representatives of the 
employees and of the public interests served by the several systems. 

While the deliberations of the N'ational Transportation Conference 
were in progress and before its final program had been adopted, the 
Chamber of Commerce of the United States held its annual meet- 
ing in St. Louis, beginning on the 30th of April, 1919. At this 
meeting the board of directors of the chamber received from and 
adopted a report of the railroad committee of the chamber of com- 
merce. The members of this committee were participating in the 
deliberations of the national transportation conference and the re- 
port that they submitted to the board of directors of the chamber 
embodied most of the principles that were subsequently adopted by 
the transportation conference. The board of directors of the cham- 
ber submitted the report of the railroad committee to a referendum 
vote of the organization members of the chamber, including local 
chambers of commerce and other business associations. The favor- 
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able vote on this referendum by the chambers of commerce through- 
out the country is the best expression that could be obtained of the 
business sentiment of the country upon the program of railroad 
legislation that should be adopted by Congress. 

The principles of railroad legislation approved by the business 
interests of the country, as expressed by the referendum vote taken 
by the national chamber, include: 

(1) Corporate ownership and operation of railroads. 
(3) Eeturn of the roads to their owners as soon as the neces- 
sary legislation can be enacted. 

( 3 ) Consolidation of existing roads in strong, competing systems. 

(4) Compulsory Federal incorporation. 

(5) Federal regulation of capital expenditures and security 
issues. 

(6) Federal regulation of intrastate rates affecting interstate 
commerce. 

(7) Adoption of a statutory rule of rate-making that will 
assure to the railroads revenue suEBcient to enable them to furnish 
the public with adequate facilities and efficient and economical 
service. 

(8) Creation of a Federal transportation board to promote the 
development of a national system of rail, water, and highway 
transportation. 

The principles voted upon in this referendum were embodied in 
10 specific propositions : 

I. The committee recommends adherence to the policy of 
corporate ownership and operation, with comprehensive regulation, 
1,458 votes in favor, 11 votes opposed. 

II. The committee recommends return of roads to corporate 
operation as soon as remedial legislation can be enacted, 1,458 votes 
in favor, 13 votes opposed. 

III. The committee recommends adherence to the period of 
Federal control as now fixed unless and until impossibility of reme- 
dial legislation in this period clearly appears, 1,3391^ votes in 
favor, 1141^ votes opposed. 

IV. The committee recommends permission for consolidation 
in the public interest, with prior approval by Government authority. 
in a limited number of strong competing systems, 1,3091/^ votes in 
favor, 1251^ votes opposed. 

V. The committee recommends a requirement that railroad 
companies engaging in interstate commerce become Federal cor- 
porations, with rights of taxation and police regulation reserved 
for States, 1,224 votes in favor, 193 votes opposed. 
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VI. The committee recommend exclusive Federal regulation of 
capital expenditures and security issues of railroads engaged in 
interstate commerce, with provision for notice and hearing for 
State authorities, 1,3341^ votes in favor, 901/^ votes opposed. 

VII. The committee recommends Federal regulation of intra- 
state rates affecting interstate commerce, 1,3291^ votes in favor, 
1161^ votes opposed. 

VIII. The committee recommends a statutory rule providing 
that rates in each traffic section shall yield an adequate return on a 
fair value of the property as determined by public authority, 1,333% 
votes in favor, 209^ votes opposed. 

IX. The committee recommends payment into a fund of a 
share of the excess earned by any railroad system under application 
of the above statutory rule over an equitable minimum return upon 
fair value of property, this fund to be used as Congress directs for 
strengthening general railroad credit and increasing general rail- 
road efficiency, 8631^ votes in favor, 5421^ votes opposed. 

X. The committee recommend a Federal transportation board 
to promote development of a national system of rail, water, and 
highway transportation and articulation of all transportation fa- 
cilities, 1,197 votes in favor, 344 votes opposed. 

In accordance with these votes, the chamber is committed to 
each of the propositions I to VIII, inclusive, and proposition X, 
since more than one-third of the voting strength of the chamber 
was recorded upon each, and more than two-thirds of the votes 
thus cast, representing more than 30 States, were in favor of each 
of the propositions I to VIII, inclusive, aJid proposition X. The 
chamber is not committed to proposition IX, since two-thirds of 
the votes cast were not in favor of that proposition. 

These principles include most of the features of the plan of 
railroad legislation adopted by the National Transportation Con- 
ference. It IS entirely accurate to say that the principles upon which 

is based the plan of railroad legislation embodied in the bill which 
I have the honor to introduce have been approved by the business 
organizations of the country. This is a fact of great significance. 
The plan that was adopted after six months' deliberation by a group 
of between 40 and 50 men representing all the principal economic 
and social interests of the country has found favor with the business 
men of the country. I believe that a careful consideration of the 
plan by Congress will cause the plan to receive the support here 
which it has already attained from business men. 

I also ask permission to present and have printed in the Ebcoed a 
digest of the bill just introduced by me. 
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The PEESIDENT pro tempore. Without objection, it is so 
ordered. The matter referred to is as follows: 

Digest of Bill 

"To provide for the creation of a Federal transportation board, to 
define its powers and duties, to authorize the organization of 
Federal railroad companies, to define their rights, duties, and 
liabilities, and for other purposes." 

The contents of the bill, section by section, are summarized 
below : 

Sections 1 and 2 provide a short title and definitions. 

Section 3 provides that the act shall not apply to Territories or 
possessions. 

Section 4 creates a Federal transportation board composed of 
five members, appointed by the President with the consent of the 
Senate. Members of the board are provided with salaries of $12,- 
000 a year and terms of 10 years. At least one member of the 
board must be a person experienced in the management of railroads. 

Section 5 authorizes the transportation board to make its rules 
of procedure, elect its officers, appoint a secretary, and employ other 
assistants. 

Sections 6 and 7 permit the board to examine the books and 
papers of railroad companies and to require by subpoena the at- 
tendance of witnesses and the production of documentary evidence. 
Testimony may also be taken by deposition. 

Section 8 requires the board to report annually to Congress. 

Section 9 provides that the board shall promote the development 
of a national system of rail, water, and highway transportation, 
properly articulated. The board is also required to inquire into 
the practices and operations of railroad companies. 

Sections 10 and 11 provide that national railroad companies may 
be incorporated under this act for the purpose of carrying on the 
business of common carriers by railroad. These corporations may 
be organized under the supervision of the transportation board by 
any number of natural persons not less than five. 

Sections 12 and 13 provide for the form and content of the organ- 
ization certificate and the filing of the certificate, while section 14 
gives the national railroad corporation general corporate powers 
and the power of eminent domain. 

Sections 15 and 16 provide that the affairs of every national rail- 
road company shall be managed by 12 directors, of whom two are 
elected by the employees, eight are elected outright by the stock- 
holders, while the remaining two are selected by the stockholders 
from among persons nominated by the transportation board. 

Sections 17, 18, and 19 provide that the capital stock of every 
national railroad company shall be divided into shares of $100 each. 
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The transportation board may prescribe the amount which must be 
paid in on such stock in advance. The company may later change 
its articles of association so as to increase its authorized capital. 
Section 30 specifies the voting privileges connected with such 
stock. 

Sections 21, 22, and 23 permit any existing railroad company to 
convert itself into a national railroad company if a majority of its 
stock assents and if the transportation board approves, notwith- 
standing any State constitution or laws. It is provided that such 
conversion shall not interrupt the business of such railroad com- 
pany. 

Section 24 forbids any person other than a national railroad com- 
pany organized under this act to engage in the business of a common 
carrier by railroad in interstate commerce, from and after two 
years from the passage of the act, unless the transportation board 
grants an extension of time in the case of a particular carrier. 

Section 25 provides that no railroad company may issue stock 
bonds or other securities without the approval of the transportation 
board. 

Section 26 makes unlawful the charging or collecting of any 
rate which injuriously affects interstate commerce, thus extending 
the rule of the Shreveport case. 

Section 27 requires the Interstate Commerce Commission to di- 
vide the United States into traffic sections for rate-making pur- 
poses. These sections may be based on geographical boundaries 
or groupings of railroads, or both. 

Sections 28 and 29 provide for representatives of the railroads 
meeting ia conferences, and constructing schedules of rates designed 
to produce revenue suBBcient to yield earnings of not less than 6 
per cent, on the aggregate value of all the railroad property in each 
traffic section. The Interstate Commerce Commission then passes 
upon these schedules as a whole, after which they are initiated by 
the individual carriers affected, when they become subject to all the 
provisions of the Interstate Commerce act. 

Section 30 supplements section 19a of the Interstate Commerce 
act respecting the valuation of railroads. Pending the completion 
of the commission's valuation, the aggregate property investment 
accounts of the railroads in each traffic section shall be deemed to 
represent the fair value of the railroad property in such section. 

Section 31 provides that in any year when the earnings of any 
railroad exceed 6 per cent, of the value of its property, one-half of 
the excess shall be placed in a contingent fund to be maintained by 
each railroad company, and the other half shall be paid into a gen- 
eral railroad contingent fund. Provision is made for revising the 
permitted rate of return decennially. 

Section 32 permits a railroad company to draw upon its own con- 
tingent fund when, and to the extent that, its net income falls 
below 6 per cent, of the value of its property. 
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Section 33 requires any railroad company which has accnimilated 
an adequate contingent fund to turn over two-thirds of its excess 
income into the general railroad contingent fund, the remaining 
one-third to be retained by the company. 

Section 34 provides that the general railroad contingent fund 
which is to be managed by five trustees shall be drawn upon when 
and to the amount that the railroads as a whole in a given trafBc 
section fail in any year to earn 6 per cent, upon the aggregate fair 
value of their property. The money is to be distributed among all 
the railroads of the traffic section in proportion to gross earnings. 

Section 35 provides that the general railroad contingent fund 
shall be maintained at $750,000,000, any excess to be used for de- 
veloping a national transportation system, or for reducing the cap- 
ital or investment accounts of railroad companies. Such excess 
may also be covered into the Treasury of the United States, if 
Congress so directs. 

Section 36 appropriates $500,000,000 for a railroad reserve fund 
to pay deficiencies which the general railroad contingent fund is 
unable to pay within 10 years after the passage of this act. Such 
sums so paid must be repaid with interest by the carriers. 

Section 37 provides that the acts of Congress which prohibit 
monopolies and combinations shall not be construed to prevent con- 
solidations and mergers under this act. 

Section 38 requires the transportation board and the railroads 
to prepare plans for grouping the railroads of the country into a 
"limited number of strong competitive systems, so arranged that 
each traffic center shall be served by more than one such system." 
Within five years after the board completes and approves such plans, 
the railroads are required to effect the mergers, consolidations, and 
reorganizations prescribed by the board. 

Section 39 provides that the power of the States over railroad 
companies with respect to taxation and police regulation shall not be 
impaired by the incorporation or reincorporation of a railroad under 
this act. 

Section 40 provides for labor boards, composed of equal numbers 
of representatives of railroad companies and employees to consider 
demands relating to wages, hours, or working conditions. Decisions 
of these boards are binding on the company and on the employees. 
In ease of a deadlock, the transportation board acts as referee. 

Section 41 appropriates $300,000,000 to be used as a revolving 
fund to enable the transportation board to make necessary loans to 
railroads which deserve financial assistance and which can not secure 
loans elsewhere. 

Section 43 appropriates $500,000 to meet the expenses of admin- 
istering the act. 
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Section 43 provides that the invalidity of any part of the act shall 
not affect the validity of the remainder. 

Section 44 provides that the act shall become effective on the 
termination of Federal control of the. railroads, except that those 
sections creating the transportation board and vesting it with certain 
powers and duties shall take effect on the passage of the act. 
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THE FRELINGHUYSEN BILL 

TEXT OF THE BILL 

Senate bill 2998 introduced September 15, 1919, by Hon. Joseph 
S. Frelinghuysen of New Jersey, embodies, with a few minor ex- 
ceptions, the entire program of railroad legislation worked out and 
adopted by the National Transportation Conference. The text 
of the bill is as follows : 

A BILL 

To provide for the creation and organization of a Federal Trans- 
portation Board, to define its powers and duties, to authorize 
the organization of national railroad companies, to define their 
rights, duties, and liabilities, and for other purposes. 

1 Be it enacted hy the Senate and House of Representor 

2 tives of the United States of America in Congress assembled^ 

3 That this Act may be cited as the "Federal Transportation 

4 Board Act." 

5 Definitions 

6 Sec. 2. That when used in this Act, unless the context 

7 indicates otherwise — 

8 The term "rates" means rates, fares, tariffs, and 

9 charges and classifications, regulations, and practices, 
10 relating thereto. 
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1 The term "person" means an individual or a corpora- 

2 tion or other association of two or more individuals. 

3 The term "Interstate Commerce Act" means the Act 

4 entitled "An Act to regulate commerce," approved Feb- 

5 ruary 4, 1887, and all Acts amendatory thereof and sup- 

6 plemental thereto. 

7 The term "commission" means the Interstate Com- 

8 merce Commission. 

9 The term "board" means the Federal Transportation 

10 Board created by this Act. 

11 The term "national railroad company" means a corpora- 

12 tion organized under the provisions of this Act. 

13 The term "State railroad company" means a railroad 

14 engaged in interstate commerce but not incorporated under 

15 the provisions of this Act. 

16 The term "railroad company" means a national railroad 

17 company or a State railroad company. 

18 The term "carrier" means a common carrier by rail en- 

19 gaged in interstate commerce, whether a national railroad 

30 company or a State railroad company. 

31 The term "documentary evidence" means books, ac- 

33 counts, records, papers ajad correspondence. 

23 The term "securities" means stock, bonds, notes, trust 

34 certificates, and other evidences of indebtedness of or interest 

35 in a railroad company. 
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1 Sec. 3 That this Act shall apply to the United States, 

2 but not to its territories or possessions. 

3 Federal Transportation Board. 

4 Sbc. 4. That a Federal Transportation Board is hereby 

5 created. The board shall consist of five members appointed 

6 by the President, by and with the advice and consent of the 

7 Senate. Each member of the board shall receive an annual 

8 salary of $12,000, payable monthly, together with actual 

9 necessary traveling expenses. 

10 No person who has served as a Senator or Representa- 

11 tive in Congress shall become a member of the board within 
13 five years after the termination of his term of office in Con- 

13 gress. No member of the board shall engage in any other 

14 business, vocation, or employment. No person shall, while a 

15 member of the board or for two years after the termination of 

16 his connection with the board, hold any office, position or 

17 employment in or under any railroad company, or hold or 

18 own any securities or other pecuniary interest in any rail- 

19 road company or in any partnership, association or corpora- 

20 tion manufacturing, producing or selling railroad supplies. 

21 At least one of the members of the board shall be a person 

22 experienced in the management and operation of railroads. 

23 Of the members first appointed one shall be designated by 

24 the President to serve for two years, one for four years, one 

25 for six years, one for eight years, and one for ten years; 
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1 and each member thereafter appointed for a full term shall 

2 serve for ten years. Vacancies occurring before the end of 

3 a term shall be filled by an appointment for the unexpired 

4 term. The President may remove any member of the board 

5 upon filing with the board a statement of his reasons for such 

6 removal. 

7 Sec. 5. That the board may make its own rules of 

8 procedure and change such rules from time to time. It shall 

9 annually elect from among its own membership a chairman 

10 and vice chairman, and shall fix the duties of these officers. 

11 It shall appoint a secretary at a salary of $6,000 per annum, 
13 and may employ and fix the compensation of such attorneys, 

13 special experts, examiners, clerks, and other employees as 

14 it may require, from time to time, and as may be appro- 

15 priated for by Congress. With the exception of the secre- 

16 tary, the attorneys and such special experts and examiners 

17 as the board may from time to time find necessary for the 

18 conduct of its work, all employees shall be appointed from 

19 lists of eligibles to be supplied by the Civil Service Commis- 

30 sion and in accordance with the Civil Service Law. 

31 Powers op Board 

33 Sec. 6. That the board may, by one or more of its mem- 

33 bers, or by such examiners as it may designate, prose- 

34 cute any inquiry necessary to the performance of its duties 
25 in any part of the United States. For this purpose the 
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1 board or its duly authorized agents shall at all reasonable 

2 times have access to, for the purpose of examination, and 

3 the right to copy, any documentary evidence of any rail- 

4 road company, the affairs of which it is investigating; and 

5 the board shall have power to require by subpcBna the at- 

6 tendance of witnesses and the production of all such docu- 

7 mentary evidence relating to any matter under investigation. 

8 Any member of the board may sign such subpoenas, and the 

9 members and examiners of the board may administer oaths 

10 and affirmations, examine witnesses, and receive evidence. 

11 The attendance of witnesses and the production of such docu- 

12 mentary evidence may be required from any place in the 

13 United States at any designated place of hearing. In case 

14 of disobedience to a subpoena, the board may invoke the aid 

15 of any district court of the United States in requiring the 

16 attendance and testimony of witnesses and the production of 

17 documentary evidence, and the court within the jurisdiction 

18 of which such inquiry is carried on may, in the case of con- 

19 tumacy or refusal to obey a subpoena issued to any railroad 
30 company or other person, issue an order requiring such rail- 

21 road company or other person to appear before the board, 

22 or to produce documentary evidence, if so ordered, or to 

23 give evidence touching the matter in question; and any 

24 failure to obey such order may be punished by the court as a 

25 contempt thereof. 
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1 No person shall be excused from attending and testi- 

2 fying, or from producing documentary evidence before the 

3 board, in obedience to the subpoena of the board, on the 

4 ground that it may tend to incriminate him or subject him 

5 to a penalty or forfeiture, but no natural person shall be 

6 prosecuted or subjected to any penalty or forfeiture for or 

7 on account of any transaction, matter, or thing as to which, 

8 in obedience to a subpoena and under oath, he may so testify 

9 or produce evidence, except that no person shall be exempt 

10 from prosecution and punishment for perjury for so tes- 

11 tifying. 

12 Sec. 7. That the board may order testimony to be 

13 taken by deposition in any proceeding or investigation, or 

14 at any stage of such proceeding or investigation pending 

15 under this Act. Such deposition may be taken before any 

16 person designated by the board and having power to ad- 

17 minister oaths. Such testimony shall be reduced to writing 

18 by the person taking the deposition, or under his direction, 

19 and shall then be subscribed by the deponent. Any person 

20 may be compelled to appear and depose and to produce doc- 

21 umentary evidence in the same manner as witnesses may 

22 be compelled to appear and testify and produce documentary 

23 evidence before the board as hereinbefore provided. 

24 Witnesses summoned before the board shall be paid the 

25 same fees and mileage that are paid witnesses in the courts 
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1 of the United States, and witnesses whose depositions are 

2 taken and the persons taking the same shall severally be 

3 entitled to the same fees as are paid for like services in the 

4 courts of the United States. 

5 Any officer, agent, or employee of the board who shall, 

6 without its authority, make public any information obtained 
1 by the board, unless directed by a court, shall be guilty of a 

8 misdemeanor, and upon conviction shall be punished by a 

9 fine not exceeding $5,000, or by imprisonment not exceed- 

10 ing one year, or by both such fine and imprisonment, in the 

11 discretion of the court. 

13 Sec. 8. That the board shall, on or before the 1st day 

13 December in each year, make a report to Congress, which 

14 shall include its recommendations and the results of its in- 

15 vestigations, a summary of its transactions, and a statement 

16 of all expenditures and receipts under this Act, and the 

17 names and compensation of all persons employed by the 

18 board, who are paid remuneration of more than $3,500 

19 per annum. 

30 Sec. 9. That, in addition to the powers expressly con- 

31 ferred upon it by this Act, it shall be the duty of the board 

33 to promote the development of a national system of rail, 
23 water, and highway transportation, by providing for the 

34 articulation of railroads with waterways for traEBc purposes, 
25 by bringing about the common use and construction of termi- 
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1 nal and transfer facilities at the principal traflSc centers, and 

2 by such other means as may be found practicable and in the 

3 public interest. The board shall also inquire into practices 

4 relating to railroad management and operation, and shall 

5 propose measures for preventing inefficiencies and abuses 

6 therein. 

7 National Eaileoad Companies 

8 Seo. 10. That national railroad companies for carrying 

9 on the business of common carriers by railroad in interstate 

10 commerce may be formed under the provisions of this Act. 

11 Such national railroad companies are hereby declared to be 

12 military and post roads, as well as instrumentalities for the 

13 regulation of interstate commerce and the carriage of Gov- 

14 ernment supplies. 

15. Sec. 11. That such national railroad companies may be 

16 formed by any number of natural persons not less than five. 

17 The incorporators shall enter into articles of association speci- 

18 fying in general terms the object for which the corporation 

19 is to be formed, and such other provisions not inconsistent 
30 with law as such corporation may be authorized to adopt for 

21 the regulation of its business and the conduct of its affairs. 

22 Forms for such articles of association shall be prescribed by 

23 the board, and supplied by it on application to persons desir- 

24 ing to incorporate hereunder. The articles shall be signed by 
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1 the incorporators, and shall be filed with and preserved by 

2 the board. 

3 Sec. 12. That the ineorporators shall fill out an organi- 

4 zation certificate on forms provided by the board, which shall 

5 state: (a) That the subscribers thereto associate themselves 

6 with the intention of forming a national railroad company 

7 under the provisions of this Act; (b) the corporate name 

8 assumed, which name shall be subject to the approval of the 

9 board; (c) the location of the principal office and division 

10 offices; (d) the termini and route of the proposed line of rail- 

11 road to be operated by the corporation; (e) the total amount 

12 of capital stock of the corporation to be authorized, the par 

13 value of the shares, the number of shares in which the capital 

14 stock is to be divided, and the restrictions, if any, imposed 

15 upon their transfer; and if there are to be two or more classes 

16 of stock, a description of the different classes and the terms 

17 on which they are to be created and the method of voting 

18 such stock; (f) the names and places of residence of the in- 

19 corporators and the amount of stock subscribed for by each; 

20 (g) such other details of the corporate organization as the 

21 board may from time to time prescribe. 

22 Sec. 13. That the organization certificate shall be 

23 acknowledged before the judge of a court of record or notary 

24 public, and shall be, together with the acknowledgment 
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1 thereof, when authenticated by the seal of such court or 

2 notary, transmitted to the board, which shall record and pre- 

3 serve the same. 

4 Sec. 14. That upon duly making and filing articles of 

5 association and an organization certificate, as hereinbefore 

6 provided, the incorporators shall become, as from the date of 

7 the execution of the organization certificate, a body corpo- 

8 rate, and as such and under the name designated such na- 

9 tional railroad company shall have nower (a) to adopt and 

10 use a corporate seal; (b) to have perpetual succession, sub- 

11 ject to dissolution by Act of Congress or by forfeiture of 
13 franchises for violation of law, and subject to the power of 

13 Congress to modify, expand, or extinguish by law any of the 

14 powers, franchises, or privileges of the corporation; (c) to 

15 mate contracts, incur liabilities, and borrow money on its 

16 credit and for its use; (d) to sue and be sued, complain, and 

17 defend in any court of law or equity as fully as natural 

18 persons; (e) to own, hold, purchase, transfer, convey, mort- 

19 gage, lease, or control such real and personal property as the 

30 purposes of the corporate business may require; (f) to exer- 

31 cise the power of eminent domain; (g) to elect or appoint 

33 directors, who in turn may appoint and employ suitable 
23 ofi&cers, agents, and employees, and define their duties and 

34 obligations, fix their salaries, and dismiss such officers or 
25 any of them at pleasure, and appoint others to fill their 
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1 places; (h) to adopt by its board of directors by-laws not 

2 inconsistent with law or with any rules or regulations pre- 

3 scribed by the board, regulating the manner in which its 

4 stock may be transferred or exchanged, its directors elected 

5 or appointed, its officers appointed, its property transferred, 

6 its general business conducted, and the privileges granted to 

7 it by law exercised and enjoyed; (i) to have a capital stock 

8 of such an amount as may be fixed in its articles of associa- 

9 tion or certificate of organization, or in amendments thereto 

10 as hereinafter provided; (j) to acquire, own, control, and 

11 operate railroads, and to acquire and control a majority of 
13 the capital stock thereof, and to purchase the land grants, 

13 franchises, and appurtenances of, and consolidate, on such 

14 terms as may be agreed upon between the parties, with any 

15 railroad company or companies heretofore chartered by Fed- 

16 eral, State, or Territorial authority. All the rights, fran- 

17 chises, and privileges and all the property and appurtenances 

18 of every description belonging to a railroad company so pur- 

19 chased or consolidated shall vest in and become absolutely 

20 the property of such national railroad company; (k) to 

21 exercise, enjoy and perform all the powers, benefits, fran- 

22 chises, duties, obligations, and privileges of a carrier of 

23 freight and passengers, and all business iacident thereto or a 

24 part thereof. 
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1 Sec. 15. That the afEairs of such national railroad com- 

2 pany shall be managed by twelve directors, of whom: (a) 

3 two shall be elected by the employees of the corporation 

4 acting through their trade-unions and brotherhoods in such 

5 manner as the board shall direct; (b) eight shall be elected 

6 by the stockholders in such manner as the board shall direct ; 

7 (c) two shall be elected by the stockholders from six persons 

8 proposed to the stockholders by the board: Provided, That, 

9 if only one appointment is to be made, three persons shall 

10 be so proposed. 

11 Sec. 16. That the directors of a national railroad com- 

12 pany shall hold office for one year, except those elected by 

13 the stockholders from persons proposed to the stockholders 

14 by the board, who shall hold office for three years. A va- 

15 eancy in the board of directors shall be filled for the unex- 

16 pired term in the manner provided for the original selection 

17 of such directors. No vacancy in the board of directors 

18 shall impair the right of the remaining members to exercise 

19 all the powers of such board. The board of directors shall 

20 annually elect one of its members as chairman and one as 

21 vice chairman. 

22 Sec. 17. That the capital stock of every national rail- 

23 road company shall be divided into shares of $100 each, and 

24 shall be transferable on the books of the company in such 

25 manner as may be prescribed by the board. Every person 
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1 becoming a stockholder by such transfer shall, in proportion 

3 to his shares, succeed to all the rights and liabilities of the 

3 prior holder of such shares ; and no change shall be made in 

4 the articles of incorporation by which the rights, remedies, or 

5 security of the existing creditors of the company shall be 

6 impaired. 

7 Sec. 18. That such proportion of the authorized capi- 

8 tal stock of every national railroad company as the board 

9 may by order prescribe, shall be paid in before such com- 

10 pany shall be authorized to commence business; and the re- 

11 mainder of such stock shall be paid in such installments and 
13 at such times as the board may by order direct. The pay- 

13 ment of each of such installments shall be certified to the 

14 board imder oath by the president or treasurer of the com- 

15 pany. 

16 Sec. 19. That any national railroad company may, 

17 by its articles of association, provide for an increase of its cap- 

18 ital from time to time, as may be deemed expedient. But 

19 the maximum of such increase to be provided in the articles 

30 of association shall be determined by the board. 

31 Sec. 30. That in all elections of directors, and in de- 
33 ciding all questions at meetings of stockholders, each stock 

33 holder shall be entitled to one vote for each share of stock 

34 held by him. Stockholders may vote by proxies duly au- 

35 thorized in writing; but no officer, clerk, teller, bookkeeper, 
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1 or other employee of such national railroad company shall 

3 act as proxy; and no stockholder whose liability is past due 

3 and unpaid shall be allowed to vote, 

4 Eeincoepoeatiout of Eailkoad Companies 

5 Sec. 21. That any State railroad company may, by vote 

6 of a majority of its stock and with the approval of the board, 

7 be converted into a national railroad company under this 

8 Act, under such name as the board may approve. In such 

9 cases the articles of association and an organization certifi- 

10 cate as required by this Act for the original creation of a 

11 national railroad company, shall be executed by such State 
13 railroad company, acting by authority of a majority vote of 

13 its directors, who shall have been thereto duly authorized 

14 by the vote of not less than a majority of the entire voting 

15 capital stock of such company, by appropriate resolutions 

16 duly entered upon its minutes authorizing the change and 

17 conversion of such State railroad company into a national rail- 

18 road company. The majority of the directors, after duly 

19 executing the articles of association and the organization cer- 

30 tificate, shall have power to execute all other papers and do 

31 whatever may be necessary to complete and perfect the con- 
33 verted organization of a national railroad company under the 

33 provisions of this Act. 

34 Sec. 33. That such change and conversion of any State 

35 railroad company into a national railroad company, as herein 
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1 provided, shall not close or interrupt the business of such 

2 railroad company as a common carrier, nor shall any of its 

3 existing obligations to others, nor any existing obligations 

4 of others to it, be in any manner prejudiced or impaired, but 

5 such State railroad company shall continue as a corporation, 

6 with the same officers and directors until other directors, as 

7 hereinafter provided, shall have been chosen, and the same 

8 property, assets, and business as before its conversion, save 

9 only that jurisdiction over it as a corporation, shall be vested 

10 in the Government of the United States under the provisions 

11 of this Act. The shares of any such corporation may con- 
13 tinue to be for the same amount each as they were before 

13 the conversion, and the directors may continue to be direc- 

14 tors of the corporation until others are elected in accordance 

15 with the provisions of this Act. When the board issues to 

16 such corporation a certificate affirming that the provisions 

17 of this Act have been complied with, such corporation and 

18 all its stockholders, officers, and employees shall have the 

19 same powers and privileges and shall be subject to the same 

20 duties, liabilities, and regulations in all respects as shall be 

21 or have been prescribed by this Act and by the board for 
32 corporations originally organized as national railroad com- 

23 panics. 

24 Sec. 23. That all the provisions of this Act, relating 

25 to the reincorporation hereunder of State railroad com- 
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1 panies, shall be effective notwithstanding the provisions of 

2 any State or Territorial laws or constitutions which now or 

3 hereafter may be inconsistent therewith. 

4 Sec. 24 That from and after two years from the pas- 

5 sage of this Act, no person, except a national railroad com- 

6 pany organized under the provisions of this Act, shall en- 

7 gage in the business of a common carrier by railroad in in- 

8 terstate commerce, unless upon application and after full 

9 investigation and hearing, under such procedure as the board 

10 may prescribe, the board shall grant to a particular State 

11 railroad company existing at the time of the passage of this 

12 Act, an extension of time, not to exceed a further period of 

13 two years, in which to comply with the provisions of this 

14 Act. 

15 Eequlation of Issues of Securities 

16 Sec. 25. That, from and after the date when the opera- 

17 tion of railroads is resumed by their owners, no stock, and 

18 no other securities maturing more than two years after the 

19 date of issuance thereof, shall be issued, sold or negotiated 
30 by any national railroad company or any State railroad 

21 company, except with the express approval of the board. 

22 Before issuing such securities, such railroad company shall 

23 petition the board, setting forth the total par or face value 

24 of the securities proposed to be issued, the rate of interest 

25 to be paid thereon and the purposes for which the proceeds 
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1 are to be used. The board, after due investigation under 

2 such procedure as it may by general order prescribe, may 

3 by order approve or disapprove such petition, or approve 

4 it in part and disapprove it in part, and may grant its ap- 

5 proval under such terms and conditions as it may see fit, 

6 relating to the issuance, sale, and negotiation of such securi- 

7 ties, the minimum price at which such securities may be 

8 sold, exchanged or negotiated, the interest provided there- 

9 for, and the use of the proceeds derived therefrom. All se- 

10 curities issued, sold or negotiated without such express ap- 

11 proval of the board shall be void: Provided, That any mis- 
13 application of the proceeds derived from the issuance, sale 

13 or negotiation of such securities shall not affect the validity 

14 of such securities. Such railroad companies shall use the 

15 proceeds of the issuance, sale or negotiation of such securi- 

16 ties only for the purposes approved by the board as herein 

17 provided, and in accordance with the terms and conditions 

18 in the order of the board containing such approval. 

19. Sec. 26. That it shall be unlawful for any railroad 

20 company to charge collect or enforce rates which injur- 

21 iously affect interstate commerce. The commission, such 
32 railroad companies, and all other persons shall have the same 

23 powers, rights, and remedies, and the same duties, obliga- 

24 tions, and liabilities, with respect to rates that injuriously 

S. 2998 2 



172 

1 affect interstate commerce, as are conferred or imposed on 

2 them, or any of them, by the Interstate Commerce Act with 

3 respect to the rates referred to therein. 

4 Traffic Sectiosts 

5 Sec. 27. That, as soon as practicable after the passage 

6 of this Act, the commission shall determine and prescribe 

7 by general order such number of traffic sections as it may 

8 deem desirable for rate-making purposes under the provi- 

9 sions of this Act, and it may from time to time rearrange 

10 or change the number of such traffic section. Such traffic 

11 sections may be based either on geographical boundaries 
13 or on appropriate groupings of railroad systems, or both, 

13 and they shall be so arranged, as far as practicable, that 

14 every large terminal shall be placed within the same traffic 

15 section as the railroad system which such terminal serves. 

16 Sec. 38. That, within ninety days after the issuance of 

17 the commission's order prescribing such traffic sections, all 

18 State and National railroad companies in each such traffic sec- 

19 tion shall send representatives to a rate-making conference to 

30 be held therein, at such time and under such regulations 

31 as the commission may by general order prescribe. The 
33 representatives of the railroad companies in each such eon- 

33 ferenee shall revise and reconstruct the existing schedules 

34 of rates applicable to the carriage of passengers and property 

35 wholly within such traffic section, under such regulations 
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1 for the proper coordination of such rates as the commission 

2 may by general order prescribe. Each such traffic section 

3 rate-making conference shall, at such time and under such 

4 regulations as the commission may by general order pre- 

5 scribe, select representatives to a general rate-making con- 

6 ference. The representatives attending such conference 

7 shall revise and reconstruct all existing schedules of rates 

8 applicable to the carriage of passengers and property from 

9 one traffic section to another such section, under such regu- 

10 lations for the proper coordination of such rates as the com- 

11 mission may by general order prescribe. The revised and 

12 reconstructed rate schedules prepared by such conferences 

13 shall be designed to produce a net aggregate annual railway 

14 operating income -for all the State and National railroad 

15 companies in each traffic section, after such provision has 

16 been made for renewals and depreciation as the commission 

17 shall by general order prescribe, equal to not less than 6 

18 per centum per annum upon the aggregate fair value of 

19 all the property in each traffic section devoted to the public 

20 use by all State and National railroad companies therein. 

21 Representatives of shippers and of the general public shall 

22 be permitted to submit to such conferences recommendations 

23 respecting changes or proposed changes of rates, and the 

24 representatives in such conferences shall consider such 

25 recommendations. 
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1 Seo. 39. That such revised and reconstructed schedules 

2 of rates shall be promptly filed with the commission by the 

3 representatives attending such conferences. The commis- 

4 sion shall consider such schedules as a whole and according 

5 to trafiSc sections, and shall approve them if, in its opinion, 

6 they are adequate to produce such revenues, and are fair 

7 and reasonable in aU other respects. Such revised and 

8 reconstructed schedules of rates, when so approved by the 

9 commission, shall be published and filed by the individual 

10 railroad companies affected, in the manner provided in the 

11 Interstate Commerce Act. The commission may then act 
13 upon such rates individually, as provided in the Interstate 

13 Commerce Act. The commission, the railroad companies, 

14 their directors, officers, agents, and .employees, and all other 

15 persons shall have the same rights, powers, and remedies, 

16 and the same duties, obligations, and liabilities, with respect 

17 to such rates so initiated, as are conferred or imposed on 

18 them, or on any of them, by the Interstate Commerce Act 

19 with respect to the rates provided for therein. 

30 Valuation and Contingent Funds 

31 Sec. 30. That the aggregate fair value of all the prop- 

23 erty in each traffic section devoted to a public use by the 
33 State and National railroad companies therein shall be ascer- 

24 tained by the commission from data obtained by the 

If 

35 commission in the valuation proceedings authorized by sec- 
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1 tion 19a of the Interstate Commerce Act. In determining 

2 such fair value, the commission shall consider earning power, 

3 and any urgent equities involved in particular cases, as well 

4 as other factors of value which, under the provisions of such 

5 section 19a, the commission is authorized to consider in de- 

6 termining the final valuation provided for therein. Pending 

7 the completion of such valuation by the commission, the 

8 aggregate railroad property investment accounts of all the 

9 State and National railroad companies in each traffic section 

10 shall, for the purposes of this Act, be deemed to represent 

11 the aggregate fair value of all the property in a traffic section 

12 devoted to a public use by the railroad companies therein: 

13 Provided, That, if part of the property of any such railroad 

14 company is not wholly within one traffic section, the board 

15 shaU determine what part of the railroad property investment 

16 Jaccount of such railroad company shall be applied to each 

17 traffic section in which such property is located, for the 

18 purpose of determining the aggregrate railroad property in- 

19 vestment accounts of each of such traffic sections. 

20 Sec. 31. That in any year in which the railway oper- 

21 ating income of any State or National railroad company ex- 

22 ceeds 6 per centum on the fair value of its property, deter- 

23 mined as hereinbefore provided, one half of such excess shall 

24 be placed in a contingent fund established and maintained by 

25 st.3h railroad company, and the remaining one-half of such 
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1 excess shall be turned over to the general railroad contingent 

2 fund established and maintained as hereinafter provided : Pro- 

3 vided. That, in the year 1930 and in every tenth year there- 

4 after, the board, after consultation with the Federal Keserve 

5 Board, shall determine what, under the conditions then 

6 existing, constitutes a fair and adequate return upon the 

7 fair value of such railroad property, and the board may in- 

8 crease or decrease the 6 per centum of return herein estab- 

9 lished as a basis for determining the excess income. Pending 

10 the completion of the commission's valuation, the fair value 

11 of the property of any railroad company, for the purposes 
13 of this section shall be held to be a sum equivalent to that 

13 proportion of the aggregate property investment accounts of 

14 all the railroads in the same traf&c section which its average 

15 annual railway operating income (computed for the period 

16 and in the manner prescribed by the Act entitled "An Act 

17 to provide for the operation of transportation systems while 

18 under Federal control, for the just compensation of the 

19 owners, and for other purposes," approved March 31, 1918) 

20 bears to the aggregate annual railroad income of all the rail- 
31 road companies of such traffic section, computed for the same 
33 period and in the same manner: Provided, That, if the use 

33 of this rule shall result in a valuation of the property of any 

34 railroad company which is greater than the amount of its 
25 average railroad property investment account for the three- 
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1 year period ending June 30, 1917, the amount of such prop- 

2 erty investment account shall be used instead of the valuation 

3 derived by such rule : Provided further. That nothing herein 

4 contained shall operate to reduce the railway operating in- 

5 come which any such railroad company shall be permitted 

6 to retain below the compensation computed or allowed to it 

7 under such act of March 21, 1918. To the valuation of the 

8 property of any railroad company, derived in accordance 

9 with the provisions of this section, there shall be added all 

10 legitimate increases of property investment account made by 

11 such carrier after June 30, 1917. 

12 Sec. 32. That for the purpose of paying dividends or 

13 interest on its stocks, bonds, or other securities, a railroad 

14 company may draw upon its contingent fund, whenever, 

15 and to the extent that its said annual railway operating in- 

16 come shall fall below 6 per centum of the fair value of its 

17 property, determined as provided in this Act. 

18 Sec. 33. That in any year in which the railway operat- 

19 ing income of a railroad company which has accumulated 

20 and is maintaining a contingent fund equal to 6 per centum 

21 of the fair value of its property, determined as provided in 

22 this Act, exceeds 6 per centum of such fair value, such rail- 

23 road company shall turn over to the general railroad contin- 

24 gent fund two-thirds of such excess railway operating in- 

25 come, and the remaining one-third of such excess shall be 
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1 retained by the railroad company for distribution among its 

2 stockholders, or for such other lawful purposes as it may de- 

3 termine. 

4 Sec. 34. That there shall be established a general rail- 

5 road contingent fund, which shall be managed by five 

6 trustees, appointed by the board from persons nominated 

7 by the national and State railroad companies, in accordance 

8 with rules and regulations prescribed by the board. The 

9 general railroad contingent fund shall be used for the pur- 

10 pose of making good the deficiency in any year of the aggre- 

11 gate annual railway operating income of all the railroad com- 

12 panics in any traffic section below 6 per centum of the 

13 aggregate fair value of the properties of such railroad com- 

14 panies. The amount of such deficiency shall be drawn from 

15 the general railroad contingent fund by the trustees thereof, 

16 and shall be distributed among the railroad companies in 

17 such traffic section upon the basis of the gross earnings from 

18 railroad operations of the railroad companies within such sec- 

19 tion; and if the sum of the amount received by any railroad 
30 company from this distribution and the railway operating in- 

21 come of such company exceeds 6 per centum of the fair 

22 value of its property, the excess shall be divided and applied 

23 as provided in section 31 with respect to excess railway oper- 

24 ating income. In any year, following the completion of 

25 the consolidations' and mergers hereinafter provided for, in 
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1 which the aggregate railway operating income of the rail- 

2 road companies in any traffic section shall equal or exceed 

3 6 per centum of the aggregate fair value of their property, 

4 and in which the total contribution made by such railroad 

5 companies to the general railroad contingent fund amounts 

6 to less than 5 per centum of the aggregate railway operat- 

7 ing income in that traffic section, the railroad companies in 

8 that section shall contribute to the general railroad contingent 

9 fund the amount necessary to bring their aggregate contribu- 

10 tion for the year up to 5 per centum of such aggregate 

11 railway operating income. In such case each railroad com- 
13 pany shall contribute for this purpose pro rata to its railway 

13 operatiag income for that year. Moneys turned over to the 

14 fund shall be invested by the trustees in United States Gov- 

15 emment securities or shall be deposited in the Federal re- 

16 serve banks. 

17 Sec. 35. That the general railroad contingent fund shall 

18 be accumulated under the direction of its trustees until it 

19 amounts to $750,000,000 and shall be maintained approxi- 

20 mately at that sum for the purposes provided for in this Act. 

21 Any excess thereafter acquired shall be used as directed by 

22 the board for the development of the national railroad trans- 

23 portation system, or for the increase of transportation equip- 

24 ment and facilities, or for the pro rata reduction of the capital 
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1 or capital obligations and property investment accounts of 

2 any railroad company, or, if so ordered by Act of Congress, 

3 the excess shall be turned over to the Treasury of the United 

4 States. 

5 EAILEOAD EESEEVB FUND. 

6 Sec. 36. That the sum of $500,000,000 is hereby ap- 

7 propria ted out of any moneys in the 'Treasury of the United 

8 States not otherwise appropriated, which sum shall constitute 

9 a railroad reserve fund. This fund shall be administered by 
10 the board, which shall invest it in United States bonds or 
11' notes. The interest accruing from such bonds and notes, 

12 and the earnings upon the proceeds thereof, shall be covered 

13 annually into the Treasury of the United States. If at any 

14 time within ten years after the approval of this Act the 

15 general railroad contingent fund shall not be sufficient to 

16 pay deficiencies as provided in section 34, the board shall 

17 advance to the general railroad contingent fund from the 

18 railroad reserve fund the amount necessary to enable the 

19 trustees of the general railroad contingent fund to pay to 

20 the railroad companies the sums due to them for that year 

21 under the provisions of section 34: Provided, however. That 

22 any sums so paid by the board shall be repaid at the rate 

23 of 5 per centum per annum to the board and deposited 

24 by it in the railroad reserve fund by the trustees of the gen- 

25 eral railroad fund from contributions out of excess income 
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1 received from the railroad companies, as provided in this 

2 Act, after the general railroad contingent fund shall have 

3 reached the sum of $500,000,000, but such repayment shall 

4 only be made from amounts in excess of $500,000,000 in 

5 such fund. 

6 Sec. 37. That the provisions of section 5 of the Inter- 

7 state Commerce Act, or of the Act entitled "An Act to 

8 protect trade and commerce against unlawful restraints and 

9 monopolies," approved July 2, 1890, or of the Act entitled 

10 "An Act to supplement existing laws against unlawful re- 

11 straints and monopolies," approved October 15, 1914, or 

12 of sections 73-77, inclusive, of the Act entitled "An Act 

13 to reduce taxation, to provide revenue for the Government, 

14 and for other purposes," approved August 27, 1894, or the 

15 Act entitled "An Act to amend sections 73 and 76 of the 

16 Act of August 27, 1894, entitled 'An Act to reduce taxa- 

17 tion, to provide revenue for the Government, and for other 

18 purposes,'" approved February 12, 1913, shall not affect 

19 or prevent any consolidation and merger of national railroad 

20 companies or State railroad companies which has been 

21 approved by the board. 

22 GROUPING OF EAILEOADS. 

23 Sec. 38. That the board shall, as soon as practicable 

24 after the passage of this Act, prepare and announce plans 

25 for the grouping of all existing railroads into a limited num- 
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1 ber of strong competitive systems, so arranged that each 

2 traflBc center shall be served by more than one such system. 

3 Pending the completion of the board's plans for the grouping 

4 of the railroads, any national railroad company or any State 

5 railroad company may prepare and submit to the board 

6 plans for its consolidation and merger with any other Na- 

7 tional or State railroad company or companies, and the 

8 board, if it finds such plans consistent with its plans for the 

9 ultimate grouping of the railroads, shall approve and author- 

10 ize such proposed merger and consolidation. Within five 

11 years from the date of the completion and announcement 
l3 by the board of its plans for the grouping of railroads, and 

13 the consolidation of National and State railroad companies, 

14 it shall be the duty of such railroad companies to effect, under 

15 the supervision of the board, the mergers, consolidations, 

16 corporate reorganizations, transfers of property, and other 

17 action required to carry out the plans of the board. Any 

18 such National or State railroad company which fails or re- 

19 fuses to comply with any order of the board relating to such 

20 grouping and consolidation of railroads within such period 

21 of five years after the announcement of the board's com- 

22 pleted plans in relation thereto, shall, unless such time be 

23 extended on application to the board, be subject to a penalty 

24 in the sum of 10 per centum of its annual railway operating 

25 income, to be recovered in proceedings instituted in the 
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1 courts of the United States by the Attorney General. When 

2 recovered such sum shall be paid into the general railroad 

3 contingent fund. 

4 Sec. 39. That nothiag in this Act shall be construed 

5 to amend, repeal, impair, or affect the existing power of the 

6 several States relating to the taxation of railroad companies, 

7 or the police regulations of such railroad companies, or their 

8 operation, whether owned or operated by a national railroad 

9 company or a State railroad company. Except as may here- 

10 after be provided by Act of Congress, a national railroad 

11 company shall be subject to all the duties, obligations, and 

12 liabilities now or hereafter imposed upon railroad companies 

13 by the several States in pursuance of such power of taxa- 

14 tion and police regulations, and shall further be subject to 

15 all duties, obligations, and liabilities imposed by any State 

16 upon any State railroad company existing at the time of 

17 the passage of this Act which is hereafter merged and con- 

18 solidated with or converted into such national railroad com- 

19 pany, except as provided in this Act. 

20 LABOR BOARDS. 

21 Sec. 40. That any demands or requests which may be 

22 made by the employees of any National or State railroad 
33 company relating to wages, hours of labor, or working con- 

24 ditions may be adjusted by a board composed of equal num- 

25 bers of representatives of the railroad company, and of 
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1 representatives of the employees. Such boards shall afford 

2 all such employees full and fair opportunities to make com- 

3 plaints and suggestions relating to wages, hours of labor, and 

4 working conditions. Such boards shall have power to 

5 make and publish findings and recommendations, which, if 

6 concurred in by a majority of the members of any such board, 

7 shall be binding on the railroad company and its employees. 

8 In case of a disagreement amounting to a deadlock among 

9 the members of any such board the Federal Transportation 

10 Board shall, on appeal, act as referee. 

11 Sec. 41. That, in the event that the board may deter- 
13 mine that any National or State railroad company stands in 

13 need of loans of money to protect its credit and maintain its 

14 properties, pending the completion of the consolidations 

15 herein provided for, that the public interest requires that such 

16 railroad company obtain such loans, and that it is unable 

17 to secure such loans elsewhere upon reasonable terms, the 

18 board may loan to such railroad company such sum of 

19 money, under such forms of obligation and under such pro- 

20 visions for security for the repayment of such loan, as the 

21 board may deem proper. The sum of $300,000,000 is 

22 hereby appropriated, out of any moneys in the Treasury not 

23 otherwise appropriated, to enable the board to carry out the 

24 provisions of this section. Such money shall be used as a 

25 revolving fund by the board, and the moneys loaned and repaid 
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1 under the provisions of this' section may be loaned agiain 

2 in the same manner. 

3 Sec. 43. That the sum of $500,000 is hereby appro- 

4 priated out of any moneys in the Treasury not otherwise 

5 appropriated to enable the board to carry out the provisions 

6 of this Act. 

7 Sec. 43. That if any provision of this Act, or the appli- 

8 cation of such provision to any persons or circumstances, 

9 shall be held invalid, the remainder of the Act, and the appli- 

10 cation of such provision to persons or circumstances other 

11 than those as to which it is held invalid, shall not be affected 

12 thereby. 

13 Sec. 44. That this Act shall take effect upon the termi- 

14 nation of Federal control of railroads under the Act of March 

15 21, 1918, except that sections 2, 4, 5, 6, 7, 9, 27, 30, 

16 38, 42, and 43 shall take effect upon the passage of this 

17 Act. As soon as practicable after the passage of this Act, . 

18 the President shall appoint the members of the board, and 

19 such members shall take such action as may be necessary 

20 to put the provisions of this Act into operation upon the 

21 termination of such Federal control. 
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